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NATIONAL POLICY AND ISSUES 


IMPROVING ECONOMIC RESULTS IN ENTERPRISE CONSOLIDATION DISCUSSED 
Taiyuan JIXU JINGJI YU GUANLI YANJIU in Chinese 31 Dec 82 pp 5-8 


/Article by Zhou Shulian /6650 0647 5571/: “Improving Economic Results Must 
be the Objective of Enterprise Consolidation"/ 


/Text/ Carrying ovt an overall consolidation of existing enterprises by stages 
and in groups is a major task of our country iu the coming 2 or 3 years. This 
is extremely significance in achieving fundamental turn for the better in the 
current economy and a new economic development in the future. To do a good 

job in this work, we must clearly unde’ stand thut the objective of enterprise 
consolidation is to improve ecenomic results. At the same time, we should have 
the courage to deal with the sharp contradictions in enterprise consolidation 
and create necessary conditions inside and outside of enterprises to improve 


economic results. 





Achievements in Enterprise Consolidation Should Be Measured With Economic 
Results 


Since the 3d Plenary Session of the llth Party Central Committee, we have paid 
attention to correcting the past erroneous tendency to put undue emphasis on 
output value and speed in economic work and gradually inwroved the economic 
results of our industry. There are many causes for the improvement of economic 
results. Enterprise consolidation is one of them. Judging from the findings 
of investigations in many areas, as long as the guiding principle is clear and 
the work method is correct, enterprises can markedly improve economic results 


after consolidation. 


However, the phenomenon of poor economic results formed over the past number 

of years has not been changed in essence. Compared with the relatively good 
level in the past, our current economic results are still lagging behind in 

many ways and have great potential which can be tapped. How can we tap the 
potential to quickly improve the economic results of our country? One of the 
important tasks is to do a good job in consolidating enterprises in an all-round 
way and clarify that improving economic results should be te objectiv. of 


enterprise consolidation. 


The decision of the Party Central Committee and the State Council on carrying 
out an overall consolication of state-run industrial enterprises stipulates 











that the carrying out of an overall enterprise consolidation should be 


centered on improving economic results. This is a conclusion drawn aiter the 
work of enterprise consolidation in the past had been summed up. Recently, 
when *e was briefed at a national symposium on enterprise consolidation, 
Comrade Zhao Ziyang, in the light of the experience gained at the first group 
of experimental enterprises, pointed out in explicit terms: Enterprise 
consolidation should be carried out closely around the objective of improving 
economic results; whether the consolidation is successful is finally judged 
by whether there are improvements in economic results In view of the current 


Situation, it is still very necessary to emphasize that the objective of 
enterprise consolidation should be improving economic results. 


At present, some comrades still lack an adequate understanding of the 
importance of enterprise consolidation. For example, some enterprises where 
the production situation is good often feel that they do not have time to 
carry out consolidation because they have heavy assignments; some enterprises 
which do not have enough production assignments feel that they are not in the 
mood to carry out consolidation because they are busy looking for assignments; 
some enterprises with a poor management foundation and many other problems 
often feel they do not have the confidence to carry out consolidation; some 
complacent comrades think that there is no need to carry out consolidation; 
and some listless comrades think that carrying out consolidation every year 

is the same old stuff and does not have much meaning. Since these comrades 
lack an understanding of the necessity of the consolidation, they do not 
understand the relations between enterprise consolidation and the improvement 
of economic results, nor are they clear about the improvement of economic 
results being the objective of enterprise consolidation. Some comrades under- 
stand the importance of the consolidation and pay a certain degree of attention 
to the work, but they are not clear or not very clear about the need to 
consider improving eccnomic results as the objective of enterprise consolida- 
tion. For a long period of time, the objective of our economic work has been 
concentrated on output value and high speed. To achieve this, we have had a 
relatively complete set of theory and methods. Therefore, it is very 
difficult to switch to the track of improving economic results now. Even in 
the course of enterprise consolidation, it is not impossible to continuously 
have the phenomenon of concentrating on output value and ignoring 
comprehensive economic results. In order to change this phenomenon, it is 
necessary that we achieve the switch from emphasizing output value to emphasiz- 
ing economic results. Some provinces suggest that we shift from emphasizing 
output vaiue to emphasizing the variety, quality and marketability of products, 
from emphasizing the speed of the growth of output iiue to emphasizing the 
reduction of consumption and production cost and the increase of accumulation, 
from emphasizing only production to emphasizing all-round management, science 
and technology and production, and from emphasizing extensive expansion of 
reproduction to intensive expansion of reproduction. Such a shift is very 
necessary. Improving economic results as the objective of enterprise 
consolidation is also a condition for smoothly achieving such a shift. 


Only when the objective of improving economic results is clarified can we get 
hold of the major contradictions which must be solved in enterprise consolida- 
tion. There are many contradictions that need to be solved in enterprise 











consolidation. Contradictior that need to be solved are not exactly the same 
in different enterprises. How do we properly solve these contradictions in 
order of importance and urgency? We need to proceed from improving economic 
results, study various contradictions and the major contradiction affecting 
the economic results of enterprises and choose a breakthrough point in 
accordance with the major contradiction. For example, enterprises where the 
management foundation is relatively good and work in all field is relatively 
sound may start with consolidating and perfecting the economic responsibility 
system; enterprises where waste is serious may start with fighting against 
waste; enterprises where violations of labor discipline and party work style 
and discipline are serious may start with consolidating labor discipline and 
party work style and discipline; and enterprises where leading bodies cannot 
form the core of leadership and cannot lead the work of consolidation may 
start with consolidating leading bodies. In short, all enterprises must 
consider improving economic results as their starting point when defining the 
key point of the consolidation. When giving special instructions on enter- 
prise consolidation, it is also necessary to clearly point out that improving 
economic results should be the objective of enterprise consolidation. 


There are also some leading comrades of enterprises who pit improving economic 
results against enterprise consolidation and ask that the targets of economic 
results be lowered in order for them to “have their hands free to grasp 
consolidation.” By doing so, neither can economic results be improved nor can 
a good job be done in enterprise consolidation. There has been such a case: 
Yespite many experiences gained in the consolidation, the problems of the 
enterprise remained unchanged, and the economic results stayed very low. 
Therefore, we should not think that once enterprise consolidation is carried 
out, economic results will automatically be improved. Instead, we should 
clearly point out at the beginning of the consolidation that improving economic 
results should be the objective of enterprise consolidation. From now on, 
when examining and approving enterprise consolidation, we should also mainly 
check whether economic results are improved and how much they have improved 

on the basis of the original level. In order to encourage enterprises to 
improve economic results, it is necessary, evidently, to make public on a 
regular basis the current situation of their economic results, their plans on 
improving economic results and the results of carrying out their plans so as 
to avoid just orally improving economic results. 


It Is Necessary To Solve Longstanding, Big and Difficult Problems in Administra- 
tion and Management 


In the course of enterprise consolidation, great attention must be paid to 
improving the managerial level of enterprises. At present, the managerial 
levei of enterprises in our country is comparatively low. Many problems are 
waiting to be solved. Among these, some problems which are comparatively 
difficult and haye not been properly solved for a long period of time are the 
major reasons why the economic results of some enterprises are still very low 
today. In this consolidation, we must have the courage to deal with the sharp 
contradictions and strive to soive several major problems. In accordance with 
the experiences gained by some localities in the consolidation, as long as 

we have the courage to deal with the longstanding, big and difficult problems 
existing in ente zprises and leaders and responsible departments at all levels 











support enterprises in solving such provlems, we can do a good job in thic 
constructive consolidation and substantially improve the managerial level 


»? 


enterprises in our country. 


Many problems are hampering the improvement of the administration and 
management of current enterprises: First, the situation of leading bodies 
cannot meet the demand of improving management. According to the investigation 
on the leading bodies of 91 major enterprises in Liaoning Province, on average 
every leading body has 11.6 persons with an averuge age of 52.5, those with 
college and secondary vocational school education account for 26.5 percent and 
those with technical titles account for 28.6 percent. This is what they have 
called overextended leading bodies with old age and irrational professional 
structure. Some leading bodies still have the problem that old cadres are 
unwilling to retire and new cadres are unable to be promoted. Second, the 
overstaffing situation is quite serious in general. This not only hampers the 
establishment ana perfection of economic responsibility systems but also 

causes some staff and workers’ listlessness and lax discipline. Quite a few 
enterprises still have the irrational phenomena of nonproductive personnel 
outnumbering productive personnel, personnel on the second and third lines 
outnumbering personnel on the first line and manogerial personnel outnumbering 
productive personnel. Third, fundamental work is extremely weak. According 
to the investigation of Qingdao Municipality on 227 industrial and communica- 
tions enterprises, enterprises where the management of various production 
quotas is comparatively good account for 39.2 percent, and enterprises where 
the means of calculation, survey and examination is comparatively sound account 
for 35.2 percent. Quingdao Municipality still belongs to the areas where the 
managerial level is relatively high in the country. In fact, data management 
is out of the question in quite a few enterprises throughout the country. 

When calculating their products, some plants consider how many they have 

sold as how map, they have produced. The poor fundamental work has provided 
conditions for economic crimes. Sometimes nobody is aware that even a large 
amount of property has been stolen. Fourth, labor discipline is lax. Although 
there are only a minority of staff and workers who constantly violate labor 
discipline in enterprises, their influence is very bad. Moreover, the weakness 
of ideological and political work is also a major problem requiring a prompt 


solution in many enterprises. 


In order to solve the abovementioned problems, we should, first of all, deepen 
our understanding of the importance of enterprise management. At present, 
there is a one-sided view which oyeremphasizes the external factors restricting 
the economic results of enterprises and ignores th. internal factors of enter- 
prises--especially the important influence cf enterprise management over econo- 
mic results. There are indeed many factors outside of enterprises which are 
unfavorable to improving economic results, such as an irrational economic 
structure and an irrational management system. However, we must not ignore the 
important conditioning role of enterprise management in improving economic 
results. Under the same systems and the same external conditions, different 
enterprises will have very different economic results due to the difference 

in their management and subjective efforts. Some people have said: "The low 
economic results are natural and lawful" and “the ¢ecrease of profits is 
inevitable.” Such an argument in favor of low economic results is wrong 














theoretically and harmful practically. At the same time, it does not conform 
to the real situation. 


To really solve some problems in consolidation, it is required that leaders of 
enterprises and departments concerned adopt a clear and firm attitude. The 
longstanding, big and difficult problems existing in enterprises are always 
related to leaders’ attitudes. For example, the reason labor discipline is 
lax is not only because some staff and workers ignore the importance of 
organization and discipline, but also because some leaders are not strict with 
them. Some people have said that the reason why labor discipline is lax is 
because the leaders seek good relations with everybody at the expense of 
principle. This is not all nonsense. To solve these problems, we certainly 
will confront ¢*fficulties and resistance, but we should also understand that 
this is the demand of the situation and the masses and a matter in conformity 
with the trend and the people's wish. As long as the leaders adopt a firm 
ittitude, bring probleus into the open and take proper measures to solve 
problems of labor and financial and economic discipline violations and other 
unheaithy tendencies, they will gain the support of the braod masses of cadres 
and the people, overcome difficulties and resistance and achieve success. On 
the other hand, if the leaders are indecisive and afraid of taking on respon- 
sibility anc of offending people, the resistance will grow and the consolida- 
tion will tend to be perfunctory. 


To solve the longstanling, big and difficult problems of enterprise management, 
it is also required that we conscientiously study the causes of these problems 
and look for correct and feasible solutions. In the consolidation, some 
localities conscientiously investigated and studied the enterprises’ problems 
in labor organization, made proper arrangements for unnecessary personnel and 
overcame the overstaffing phenomenon. First, they assembled some staff and 
workers for training. Second, they consolidated vulnerable spots and 
strengthened the first line of production. Third, they created now avenues 
for production ard service trade. Fourth, they established labor and daily 
necessities service companies. They adopted an independent economic 
accounting system and assumed sole responsibility for their own profits and 
losses and for calculating them. They eliminated the practice of eating out 

of the “same big pot" which they had done before. All these measures were 
findings gained through investigaton and study. We should admit that we still 
do not quite understand some of the problems in enterprise management and, 
because tin exact cause of the disease has not been found we cannot write an 
appropriate prescription. Thoroughly investigating and studying these problems 
is thus also a major task in enterprise consolidation. 


it is Necessary To Create External Conditions Favorzole to Improving the 
Economic Results of Enterprises 


We mentioned above that there are conditions outside of enterprises which are 
unfavorable to improving economic results and that to solve this problem, we 
should rely on restructuring the economy, reforming the economic management 
system and improving planning work. However, in the consolidation, we should 
also pay attention to creating external conditions favorable to improving the 
economic results of enterprises. There is a lot of work to be done in this 











regard. Yor example, we should, in the light of enterprise consolidation, 
consolidate the responsible departments of enterprises and estabJish strict 
responsibility systems step by step and in a planned manner. Enterprise 
consolidation involves many issues on the management system and issues on 

the work system, work methods and work style of leading organs. If, after 
enterprises streamlined their structure, their higher authorities still 
emphasize that enterprises have organs corresponding to that of the higher 
authorities and still have excessive meetings, statistical tables and reports 
and documents, enterprises will not be able to cope with all the problems. 
When enterprises carry out the economic responsibility system, it is required 
that higher authorities also establish strict responsibility systems. If 
higher authorities do not have necessary responsibility systems, the enter- 
prises’ economic responsibility system will not be able to score proper 
achievements. Some localities and departments have noticed these problems. 
For example, some provinces have begun <o select subordinate offices and 
bureaus to carry out the experiment of consolidation and reform. “ne investiga- 
tion groups led by the leading comrades of higher authorities who are assigned 
to help enterprises carry out consolidation should also consider the work of 
consolidation and reform in their own organs. By doing so, they will reflect 
the enterprises’ opinions to higher authorities and also pass on the higher 
authorities’ plans on consolidation to the enterprises so as to simultaneously 
carr, out the consolidation at both ‘igher and lower levels. For another 
example, while guiding enterprises in carrying out the consolidation, the 
Ministry of Coal Industry set up the individual responsibility system from the 
post of the minister to the common workers with detailed duties and responsi- 
bilities and a clear-cut division of Labor. 


For another example, all departments concerned should support and help enter- 
prises solve problems like overstaffing. There are many causes for the 
enterprises’ overstaffing, such as: Some units see enterprises merely as 
places for the placement of labor forces and stuff people into enterprises with 
no regard as to whether such a placement is needed or possible; higher 
authorities emphasize that enterprises have organs corresponding to theirs; 
and enterprises are asked to borrow and transfer people to run errands for 
many social activities. Enterprises need the support and help of departments 
concerned not only to solve the abovementioned problems, but also to open 

all avenues for production. organize labor service companies, daily 
necessities service companies, educational training centers and activities 

of technical development. Without the assistance and unified arrangements of 
departments concerned in society, it is impossible to carry out the consolida- 
tion of the enterprises’ labor organizations. 


For still another example, it is necessary to carry out enterprise consolida- 
tion in the light of the readjustment and reorganization of enterprises. Since 
the Cultural Revolution, the industrial enterprises of our country have 
increased by more than 100 percent; in particular, the processing industries 
have increased substantially. In many of these enterprises, production 
techniques are backward, the consumption of energy and raw materials is 
excessively high and economic results are very low. This is what the energy 
resources and communication system of our country cannot stand at present. 

















therefore, we must carry outthe consolidation and reorganization of enter- 
prises step by step in a planned manner. Some enterprises must be closed, 
suspended, merged or retooled. If they do not have a determination to do a 
good job in this regard, they will not be able to carry out their consolida- 
tion. There is an issue or joinc ventures in industrial enterprises. Accord- 
ing to domestic and foreign countries’ experiences, organizing joint ventures 
is the only way to carry out division of labor, cooperation and specializa- 
tion and improve economic results. This work will encounter many problems. 

We should consider and make arrangements for them in the light of enterprise 
consolidation. 


Comrade Zhao Ziyang recently pointed out: "We must ciearly adopt the point of 
view that enterprises should rely wn their own efforts to gain economic results. 
They should not try to rely on increasing the percentage of profits allowed to 
be retained by enterprises and take a bite off the state. We should make 
rational demands on enterprises, make them feel a certain amount of pressure 
and motivate them to improve their management and economic results." The 
guiding idea stated here is also a guiding principle for us to handle the 
relations between enterprises and external factors. We should not allow 
enterpr’ses to eat out of the same “big pot” under advantageous conditions. 

we should not allow enterprises to increase the percentage of profits retained 
by them or even to “easure stable yields despite drought or excessive rain" 
while their economic results are declining. Otherwise, enterprises will not 
feel any pressure, and they may also lose motivation. By adopting various 
feasible measures including tightening the supervision of the state and society 
over enterprises, strengthening the examination of the enterprises’ leaders 

and implementing policies of awarding the industrious and punishing the lazy 
workers, we should give enterprises pressure to make them feel motivated and 
understand they cannot eat out of the same "big pot" and must rely on their 

own efforts to improve management and rely on making more contributions to the 
state to gain their own profits. 
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NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' ON REFORM OF COMMUNE SYSTEM 
HK110841 Beijing JINGJI YANJIU in Chinese No 2, 20 Feb & op 76-78 


[Article by Sui Wenguang [7131 2429 1639] of the party school of Yuchang Pre- 
fectural Party CPC Committee and He Chuanjia [0149 0278 1367] of the cadres’ 
school of Yuchang Prefectural Finance and Trade Bureau: "The Existing 

Rural People's Commune System Should Be Reformed"--passages within slantlines 


published in boldface] 


[Text] China's rural people's commune system was founded in 1958. Looked at 
from the point of view of practical experience over the pst 20-odd years, 
there are many problems in respect to the management system, which should be 
reformed. The shortcomings of the rural people's commune system can be summed 
up in the following two points: 


//1. The Three-Level Ownership System Can Easily Cause "Equalitarianism and 
Indiscriminate Transfer of Resources"// 


China's agricultural production is carried out mainly by manual labor and with 
hand-operated tools. In production which is carried out mainly by manual labor, 
the enthusiasm of laborers is an important factor in determining the level of 
production. Our present agricultural status is determined by 300 million 
agricultural laborers. A number of good harvests in our history, such as good 
harvests for successive years during the cooperative period, the rapid rehabili- 
tation during the 3 years of readjustment nd the change for the better on the 
agricultural front since the Third Plenary Session have proved this point. 

The enhancement of the production initiative of laborers should first of all 
guarantee the realization of the material benefits of laborers, because the 
purpose of carrying out production activities is dir>ctly to obtain material 
benefits. When summing up the experience in economic work, Lenin pointed out 
that we should build socialism “with the help of the enthusiasm which emerges 
in a great revolution and by relying on individual interest, on the attention 
paid to individual benefits and on economic accounting." ("Selected Works of 
Lenin," "The Fourth Anniversary of the October Reovlution,” vol 4, p 572) How- 
ever, the practice since the founding of rural people's communes has proved 
that the economic system of the three-level ownership rural people's communes 
is not in conformity with this theory. It can easily cause “equalitarianism 
and indiscriminate transfer of resources," infringe upon the economic interests 
of the peasants and dampen the production enthusiasm of the peasants. ‘he 


reasons are as follows: 











First, under the three-level ownership system, the ownership right of the 
production team with regard to the means of production, labor force and products 
is not complete. The "sixty regulations" in respect of rural people's communes 
formulated in 1962 stipulates that production teams only possessthe basic 
ownership rights. This means that some of the means of production and the 

labor force belong to production brigades and communes. In addition, although 
the ownership rights under the three-level ownership system are emphasized, 
there is no demarcation line and no specific stipulation with regard to the 
percentage and sphere these three levels should have. As a result, the part 

of the production team can be transferred, allocated and occupied by the pro- 
duction brigade and commune under certain limits. This has provided reason- 
able and legal grounds for the commune and production brigade in indiscriminate- 
ly transferring resources from the production team. 


Second, "three-level ownership system with the production team as the basic 
unit" has turned the possessing right under the three-level ownership system 
into a “one-way movement.” In other words, the commune and production brigade 
can "possess" whatever is owned by the production team, but it is not easy for 
the production team to “possess” what is owned by the commune or the production 
brigade. Because "the production team is the basic unit," most of the means 

of production and labor force are in the hands of the production team, main 
production activities are carried out in the production team and products and 
income belong to the production team. The commune and production brigade are 
not in possession of these things. Therefore, to develop the economy of the 
commune and production brigade and to have something done, the commune and 
production brigade have to transfer people and materials from the "basic unit,” 
that is, the production team. The production team has to contribute money. 
Under such circumstances, the production team can easily become the “basic unit" 
from which the production brigade, and particularly the state, can indiscrim- 
inately transfer resources. 


Third, because the "three-level ownership system" consists of the administra- 
tively subordinate relationship between the productionteam, the production 
brigade and the commune, the productionteam can easily lose its initiatory 
right, and this initiatory right will fall into the hands of the commune and 
the production brigade. It is often the case that the production team mainly 
has the power to carry out production, the production brigade has certain 
management power and the commune has the power to dominate everything. This 
subordinate relationship in politics is apt to give organizational support 

to the commune and production brigade in indiscriminately transferring re- 


sourdes from the production team. 


China's agricultural productivity is comparatively low. For a long time, agri- 
cultural production has been carried out mainly by manual labor, and in most 
cases, it has been concentrated on grain production only. Therefore, the annual 
income of a production team is low. Some production teams even find it dif- 
ficult to maintain simple reproduction, to say nothing of carrying out en- 
larged reproduction. In the past, under the influence of the "leftist" erron- 
eous tendency, production teams which had been very weak in their economy be- 
came even more destitute due to the indiscriminate transfer of resources, of 
funds and of labor force. In some places, the problem of food and clothing 











remained unsolved for a long period »f time. This seriously affected the 
development of rural agricuitural production. The shortcomings of the three- 
level ownership economic system of rural people's communes were one of the 
reasons why such a phenomenon had emerged. 


//2. Commandism and Issuing Confused Orders can Easily Take Place Under the 
System of Combining Government Administration With Commune Management // 


An economic management system is the concrete reflection of production rela- 
tions. Production relations determine the management system. In fact, in the 
three-level ownership economic system, the conmune itself only has very few 
economic activities. It is the basic administrative institution through which 
state power is exercised in rural areas. State leadership over agricultural 
production is realized through the commune. The commune is responsible to the 
state, and in respect to the production brigade and production team, it main- 
tains a relationship of superiority. The commune grasps state policies, prin- 
ciples, orders and plans. It has legal ownership rights. Therefore, it can 
give orders to the production team to do anything. Because the commune is the 
first level administrative institution, it inevitably uses administrative 
means as its main way of issuing crders. Guiding economic activities by ad- 
ministrative means will cause a divorce from actual conditions if the admin- 
istrative means are not in conformity with the economic law. Furthermore, 

the commune is responsible to the higher authorities, but not to the production 
team. Its cadres are assigned by the higher authorities and hold "iron rice 
bowls." How the production team is run has nothing to do with their own 
economic interests. Therefore, the commune often issues orders from on high 
and does net consider sufficiently the specific conditions of the production 
team. But it thoroughly implements all decisions and proposals of the higher 
authorities, regardless of whether these decisions and proposals are in line 
with local conditions. As a result, these decisions and proposals are often 
divorced from actual conditions and bind up the production team hand and foot. 
Moreover, leading cadres at the commune level and management personnel at 

the production brigade level are assigned by the higher authorities. Many of 
them are from units which do not belong to the collective economy. They are 
changed often. Many of them do not have a good knowledge of the situation. 
They often place themselves outside the production team and issue confused 
orders from on high. When the "leftist" erroneous tendency was serious, com- 
mandism and confused orders caused great losses to agricultural production. 
They dampened the socialist enthusiasm of the peasants and affected the rela- 


tionship between the party and the peasants. 


In addition, the management system of combining gove.nment administration 

with commune management has provided a convenient way for some departments to 
shove their burdens onto the peasants. Because the commune represents state 
int..rests and can exercise ownership rights over the collective economy, the 
higher authorities will certainly entrust some undertakings and work to 

the commune for their fulfillment. Take for example broadcasting work, 
public health work, family planning, communications management, civil adminis- 
tration and educational work. The commune itself is not capable of running 
the above undertakings and work (mainly due to economic reasons). It is 
natural for the commune to shove the above undertakings and work onto the pro- 
duction brigade and production team. It is necessary to develop some of the 
undertakings and work. But the masses will have more burdens to shoulder if 
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excessive work is entrusted to the productionbrigade and production team. In 
the past, when the "leftist™ erroneous tendency was serious, the state 

shifted much of its burden onto the production team and the peasants under 

the pretext of “carrying out our cause by mass action." The management sys- 
ve of combining government administration with commune management facilitated 
t 


is practice. 


The collective ownership system in agriculture is carried out extensively 

in China's rural areas. For a long time to come, in agriculture, it is better 
to exercise the collective ownership systet than to exercise the system of 
ownership by the whole people, because the collective ownership system is in 
line with the level of agricultural productive forces. The characteristics 

of the collective ownership system are that it means of production, labor force 
and products are possessed and allocated by the laborers of collective economic 
organizations themselves, which carry out independent economic accountings and 
the system of sole responsibility for their own profits and losses. The income 
of the laborers in these organizations is determined by the production of 

the collective economic organizations and by how they are run. The nature of 
the collective economic system has determined that all economic activities 

can be carried out independently under the state guidance planning and within 
the sphere of state principles and policies. It has determined that a collec- 
tive economic unit must strictly exercise the principle of exchange of equal 
values in all its economic contacts with other units. All this refers to the 
decisionmaking rights a production team should have with regard to its pro- 
duction, management and distribution. Practice has proved that whether the 
nature of the collective ownership system is recognized and its decisionmaking 
rights respected are the key links determining whether agriculture can develop 
vigorously, and the key links determining whether the superiority of the col- 
lective economy can be brought into full play. Because there are shortcomings 
in the "three-level ownership system with the production team as the basic 
unit," the nature of the collective ownership system is often violated and the 
decisionmaking rights of the collective economy are often infringed upon. As 
a result, the development of productive forces in rural areas are obstructed. 


Because there are various shortcomings in the present economic system in agri- 
culture, it is imperative to reform it. 


On the whole, China's agricultural production is comparatively low. It is 
mainly carried out by manual labor. A self-supporting or semiself-supporting 
economy still occupies the leading position. Basically speaking, it cannot 

be called large scale socialist production. Such a production level requires 
low-level economic relationship. Practice over the past 20 years has proved 
that the collective ownership economy of the agricultural producers’ coopera- 
tives (that is, the present production teams) is basically suited to the level 
of the present agricultural productive forces and is beneficial to the develop- 
ment of agricultural production. The three-level ownership system, which has 
half the nature of ownership by the whole people, and the form of combining 
government administration with commune management are not in conformity with 
the level of the present agricultural productive forces. 
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The various forms of the production responsibility system in agriculture now 
exercised in China's rural areas are an important breakthrough in the three- 
level ownership system and on the system of combining government administration 
with commune management. They represent great progress in the rural economy. 
Such a breakthrough has made old methods ineffective and further emancipated 
the agricultural production forces. An excellent situation has emerged in the 
countryside for the first time in many years. However, we should know that 
because old, unsuitable management methods are useless and new suitable manage- 
ment methods have not been worked out, some of our work in the countryside is 
affected to a certain extent. This is bound to be followed by the emergence 

of unhealthy influences in agricultural production. For example, it will be 
difficult to carry out family planning, educational work, cultural activities 
and militia work, and afforestation plans, agricultural taxation and purchase 
work will also be affected. We can say that now is the moment when the rural 
economic system is abandoning the old and taking on thenew and that the rural 
management system is in temporary difficulty. Here, we are required to speed 
up the reform of the agricultural economic system. 


China's agricultural economy will develop, but its development will take a 
course from qualitative change to quantitative change. The scale of China's 
agricultural ownership system will certainly develop from small to large, but 
history will prove that this development will not proceed after the original 
pattern. This development will certainly be realized in an economic combination. 
In other words, the production team will carry out an economic combination 
according to the coordination of specialized units, on the basis of mutual 
benefit and according to the need for developing social production. No equali- 
tarianism or indiscriminate transfer of resources will emerge in this combina- 
tion. This combination will be beneficial to the development of the productive 
forces. We should have a good knowledge of the objective laws governing the 
development of the agricultural economy and work hard to promote this economic 


combination. 
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AGGREGATE ECONOMIC DATA 


NATIONAL, PROVINCIAL-LEVEL AGGREGATES 


[The following selected national and provincial-level aggregate economic 
data have been extracted from various sources as indicated. In the table 
below, dates in the first column indicate periods compared, the gross 
value of industrial output is abbreviated as GVIO, heavy industry as HI, 
light industry as LI, textile industry as TI, gross value of agricultural 
output as GVAO, and gross value of agricultural and industrial output as 


GVAIO. } 


Date of period 
of comparison 





1983: 1982 


Jan-Mar 


1983: 1982 Jan-Mar 


1983: 1982 
1983: 1982 


1983: 1982 
1983: 1982 
1983: 1982 


Beijing 

1982: 1981 
1982: 1981 
1982: 1981 


Gansu 
1983: 1982 


Guizhou 
1983: 1982 


Henan 

1983: 1982 
1983: 1982 
1983: 1982 


Jan-Mar 
Jan-Mar 


Jan-Feb 


Jan-Feb 
Jan-Feb 


Jan-Mar 


Jan-Mar 


Jan-Mar 
Jan-Mar 
Jan-Mar 


National Aggregates 











Percentage 
Value, of annual 
Increase in percent in yuan plan Source 
GVIO 6.9 138.3 b l 
HI 11.7 1 
LI: 2.5 1 
steel: 9.8 9.69 m 1 
metric tons 
GVIO 7.2 87.4 b 2 
HI: 11.8 20.19 b 2 
LI: 3.0 19.53 b 2 
GVIO 5.5 3 
LI 3.0 3 
HI: 7.7 3 
GVIO: 11.32 1.88 b 24.2 4 
GVIO: 23.4 5 
GVIO: 2.5 23.3 6 
coal: 3.0 6 
electricity: 6.4 6 
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Percentage 

















Date of period Value, of annual 
of comparison Increase in percent in yuan plan Source 

Jilin 

1983: 1982 Jan-Mar GVIO: 13.5 7 
Ningxia 

1983: 1982 Jan GVIO: 27.4 121.0 n 8 
1983: 1982 Jan LI: 50.6 8 
1983: 1982 Jan HI: 18.6 8 
Nei Monggol 

1982: 1981 GVIO: 13.2 6.7 b 9 
1982: 1981 GVAIO: 10.0 il.l b 9 
Shaanxi 

1982: 1981 GVAO: 13.0 5.73 b 10 
1982: 1981 grain: 22.0 18.3 b jin 10 
Shandong 

1983: 1982 Jan-Mar GVIO: 6.7 1.14 b ll 
1983: 1982 Jan GVIO: 23.7 12 
Shanghai 

1983: 1982 Jan GVIO: 6.5 13 
Sichuan 

1983: 1982 Jan-Mar GVIO: 9.8 7.37 b 14 
1983: 1982 Jan-Feb GVIO: 1.4 2.16 b 15 
Source 

1. Beijing XINHUA in English 1404 GMT 7 Apr 83 

2. Hong Kong CHINA ECONOMIC NEWS in English 21 Mar 83 p 6 

3. Beijing BEIJING RIBAO in Chinese 9 Jan 83 p 1 

4, Lanzhou GANSU PROVINCIAL SERVICE in Chinese 1100 GMT 9 Apr 83 

5. Guiyang GUIZHOU PROVINCIAL SERVICE in Chinese 1100 GMT 7 Apr 83 

6. Zhengzhou HENAN PROVINCIAL SERVICE in Chinese 1100 GMT 4 Apr 83 

7. Changchun JILIN PROVINCIAL SERVICE in Chinese 1030 GMT 9 Apr 83 

8. Yinchuan NINGXIA RIBAO in Chinese 11 Feb 83 p 1 

9. Beijing BAN YUE TAN in Chinese No 3, 10 Feb 83 pr 24 
10. Beijing BAN YUE TAN in Chinese No 3, 10 Feb 83 p 24 
11. Jinan SHANDONG PROVINCIAL SERVICE in Chinese 2300 GMT 2 Apr 83 
12. Jinan DAZHONG RIBAO in Chinese 8 Feb 83 p 1 
13. Shanghai JIEFANG RIBAO in Chinese 4 Feb 83 p 1 
14. Chengdu SICHUAN PROVINCIAL SERVICE in Chinese 2300 GMT 8 Apr 83 
15. Chengdu SICHUAN PROVINCIAL SERVICE in Chinese 0300 GMT $9 Mar 83 
CSO: 4006/422 
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ECONOMIC MANAGEMENT 


DEVELOPING INDUSTRIES THROUGH COMPETITION PROPOSED 
Shijiazhuang HERE] RIBAO in Chinese 22 Dec 82 p 1 


[Article: "Five Suggestions for the Development of Small and Medium-sized 
Industrial Enterprises Through Competition"™] 


[Text] In the course of a recent survey and investigation of the 
readjustment, structure, consoli‘ation and improvement of small and mediu- 
sized industrial enterprises in Handan Municipality, Comrade Gao Yang 
[7559 27991, First Secretary of the Hebei provincial Party Committee, 
visited 10 manufacturing and mining erterprises to investigate in depth 
the situation pertaining to their production, supply and sales. He also 
convened five forums attended by the responsible cadres from the 
municipality, the bureaus and the factories. After having collected a 
wide range of first-hand information and having engaged in a study and 
analysis of his findings in the spirit of the 12th CPC National Congress, 
he addressed himself to five problems at a meeting of the cadres of Handan 


Municipality. 


First, it is necessary to further eliminate blindness and to raise the 
level of awareness. After having analyzed the important position and 
functions of small and medium-sized enterprises, Comrade Gao Yang enlarged 
on the vast changes in the economic situation and the spiritual outlook of 
the people of the province which had taken place in the past 4 years. 
However, the people's way of thinking often lags behind the actual changes 
which have taken place. First of all, the changes in the people's way of 
thinking were forced on them and the people themselves were not 
conscientious. Our work in the economic field is in the same situation and 
the way of thinking on the part of some comrades remains what it was in 

an earlier stage in history. Many of our products are now being picked and 
selected by the consumers and the market has gradually become a “buyer's 
market," so that the high-priced products of low quality are being passed 
over. Under the circumstances which have newly emerged, it is incumbent upon 
the caders in management positions on the economic front to study books 
dealing with political and economic subjects and to read newspaper and 
magazine articles on the economic situation so that they may acquire new 
ideas and be able to make quick adjustments in production to accommodate 


market changes. 
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EAch factory must learn from the experiences it has gained in the course of 
its establishment under difficult conditions. One important lesson is 
that success can only be achieved by merging the pioneering spirit with 
the proper scientific attitude. It can only lead to failure to place 
emphasis on seeking to achieve something without considering its chances 
of success, to talk about the amount of production without regard for the 
quality and the cost of the products and to be solely concerned with what 
one is capable of producing without giving thought to the better products 
turned out by other factories. Confronted with this new situation in 
production and consumption, it is imperative that we raise our level of 
consciousness and refrain from the foolish act of engaging in production 
in a blind manner without doing research and investigation. 


Second, it is necessary that all trades and professions arrange their 
products in order of priority and that they should proceed according to 
their plan of development. Comrade Gao Yang expressed the opinion that 
in arranging an order of priority for their various lines of products, 
the businesses should have a clear idea as to where their products stand 
in the market. He further pointed out that, generally speaking, products 
can be divided into three major categories; first are the products sold 
in the local market, including those which cannot be conveniently trans- 
ported over long distances, locaily produced products and certain daily 
necessities which are customarily used locally. A survey of this type of 
market can easily be made. By visiting certain localities and by questioning 
the consumers and the supply and sales departments, it is possible to gain 
a general insight into the marketing conditions. The second category 
includes those products which are sold in markets throughout the nation. 
To gain an insight into this market, it is necessary to take pains to 
acquire an understanding of the production and sales situation, the trend 
of development and one's own place in the situation. If a business is 
competitive, it should waste no time in improving its equipment and in 
upgrading its technical standard; otherwise, it should strive for survival 
and development by actively engaging in the production of new products 
which are capable of standing up to competition. The third category of 
products are those which are sold in the international market. At present, 
most of our products are of an inferior quality. It is necessary to take 
note of the advantage we enjoy in the abundance of labor and raw materials 
as weli as of the disadvantage of selling our products at too low a price. 
Effort must be made to bring our products up to the international standard, 
to increase the export of medium and high-quality products and to make 
them ore competitive in the international market. 


Management departments responsible for investigation and research must 
engage in organizational work. The large factories and management 
departments should help the small factories engaged in the same line of 
business to overcome their difficulties. Comrade Gao Yang emphasized the 
importance of engaging in investigation and research in a serious manner. 
To engage in production without having any idea as to how the products 
will fare in the international market can only lead to failure. 
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Third, it is necessary to make good use of the available personnel and to 
centralize the use of available funds. Comrade Gao Yang pointed out that 
an increasing variety of commercial commodities are being put in the 
domestic market and that only the high-quality and low-priced commodities 
can be expected to gain the favor of the consumers. To produce high-quality 
and low-priced commodities is, however, easier said than done! This is a 
battle that calls into play both personnel and equipment. It is necessary 
to get a good handle on the training of personnel and to adopt various 
measures to get newer equipment. Decision has been made by the province 
as well as the municipality to do everything possible in this regard. It 
is a matter of urgency that we make proper use of the personnel available, 
enlist the services of competent individuals, adopt new techniques by 
advertising for qualified personnel, seek technical aid and contract for 
technical undertakings. 


Fourth, it is necessary to pick out the truly outstanding factories 
capable of generating tax revenues for the state and to lend them the 
necessary support. On the basis of market forecasts, the municipality 
or the province should invest in, expand the production volume, increase 
the number of technicians and improve the equipment of those factories 
which have an assured supply of raw materials and whose products have 
proved to be competitive in the market, so that they may develop their 
production vigorously. As was pointed out by Comrade Gao Yang, whether 
the financial situation of the province will see an upturn in the next few 
years depends not only on whether or not the few large enterprises are 
capable of increasing production and reducing expenses, but also to a 
considerable degree on whether the small and medium-sized industries can 
increase production to any great extent. 


Fifth, it is necessary to organize speciaJized companies, to establish 
production and testing centers and to increase the competitiveness of the 
products. Comrade Gao Yang pointed out that, despite the outcry against 
the notion of “large and comprehensive" and “small but all0inclusive” over 
a number of years, nothing so far has come of it. The reason is that our 
system and our policy have, over a number of years, fostered the concept 

of “large and comprehensive” and "small but all-inclusive." Many of the 
leadership cadres are lacking in the knowledge of socialist production by 
large industries. That this concept has taken hold up to now is also due 
to the fact that the newly-established industrial centers have no choice 
but be "comprehensive." Strong support was evinced by Comrade Gao Yang for 
the opening up of specialized companies and the establishment of production 
and testing centers on a trial basis for such things as casting, heat- 
treatment and electroplating. 


9621 
CSO: 4006/296 
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ECONOMIC MANAGEMENT 


LEADING BODY IN ENTERPRISES REORGANIZED 


Fuzhou FUJIAN RIBAO in Chinese 28 Jan 83 p 2 


[Article: “Actively Do a Good Job of the Rectification of the Enterprise 
Leading Group” ] 


[Text] The organization department of the provincial party committee and 
provincial economic committee recently jointly convened a forwa on the 
rectification of enterprise leading groups. They proposed that it was 
necessary to correctly understand and implement the principle of having 
both ability and political integrity and actively do a good job of the 
rectification of the enterprise leading groups. 


Among the 364 enterprises that belonged to the first group in the entire 
province to carry out rectification, 155 enterprises have readjusted their 
leading groups according to the requirements of making the cadre rank more 
revolutionary, younger in average age, better educated and professionally 
more competent. This made up 42 percent of the total enterprises that 
underwent rectification, and 112 enterprises had already received their 
readjustment plans which were awaiting approval. This made up 30 percent 

of the total enterprises that underwent rectification. Through rectification, 
among the members of the enterprise leading groups, the average age was 
lowered generally, the number of people with a high school education level 
and up had increased from 124 to 313, the number of people who had 
technological skills required for their jobs had also increased from 137 to 
191. This has preliminarily changed the former situation in which the people 
in the leading groups were much older, and in which the educational level was 
relatively low and in which there were insufficient professionals. Through 
rectification, they have effectively promoted production development and 


raised economic results. 


The forum summed up and exchanged the experience of work in the preceding 
period and proposed some ideas on how to further do a good job of the 
rectification and building of enterprise leading groups: First, it is 
necessary to adhere to the principle of providing a small number but highly 
trained individuals to the enterprise leading groups. In order to make it 
convenient for management, they can take into account the number of staff 
members and workers in an enterprise and be provided according to the 3, 5 
and 6 ratio. Second, it is necessary to adhere to the criterion of going 
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for a younger group, try their beat to provide a factory with head and deputy 
head that are under 50, or at most 55 years of age. The party committee 
secretary can be a little over 55 year old. It is necessary to consider the 
age ladder, and pay attention to selecting outstanding cadres who are under 
49 into the group. Third, it is necessary to pay attention to link up 
professionals. In an enterprise leading group, professionals should occupy 
two-thirds or more. It is necessary to pay attention to select all kinds 
of professionally skilled people in such areas as production technology and 
m2nagement and aim for a link-up of professionals. Fourth, it is necessary 
to make appropriate arrangements for the old comrades who are leaving the 
leading groups and continue to give play to their roles. Fifth, it is 
necessary to implement the principle of having both ability and political 
integrity, persevere in being revolutionary and guard the political pass 
well. We must not let even one of the "fifth category of people" to worm 
their way into the group, and must resolutely eradicate them from the group. 
Sixth, the readjustment of the enterprise leading groups must be done in 
the following way: the enterprise management department propose a progren, 
the organization department take the lead, the economic committee and the 
management bureau will join in absorbing investigation groups to take part 
in commonly making assessment and study and making decisions. According 

to the cadres management limits of authority, separately handle procedures 
sO as to speed up the progress of the rectification of enterprise leading 
groups. (By the enterprise management department of the provincial 


economic committee. ) 


9335 
CSO: 4006/320 
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ECONOMIC MANAGEMENT 


FLOATING WAGE SYSTEM FOR SHANDONG CADRES 
HKO040813 Beijing ZHONCGUO XINWEN SHE in Chinese 0822 GMT 2 Apr 83 


["“Commentary by Reporter Ha Zi [C0761 1505]: The Attempt of Economic Management 
Cadres to Abolish the ‘Iron Salary Systen'"--ZHONGGUO XINWEN SHE headline} 


[Text] At the National Industrial and Communications Work Conference, the 
reporter learned that the economic management cadres of departments and enter- 
prises in Yangxin County and Yanggu County of Shandong have achieved cotable 
results in their attempt to abolish the “Iron Salary System" and practice the 


economic management system. 


Since last year, the economic committee of Yangxin County has signed floating 
wage economic responsibility contracts with the principal leading cadres of 
various industrial administrative bureaus and factories. The contracts have 
stipulated eight targets, profit, output value, quality, costs, turnover of 
funds, coordination of production and marketing, labor productivity and produc- 
tion safety and civility to be witnessed by judiciary and notarization officee. 
The leading cadres of various administrative bureaus and factories will set aside 
15 to 20 percent of their monthly wages respectively in the form of floating 
wage. Those who fulfill their contracted assignment at the end of the year, 
besides obtaining the whole of the floating wage, will also receive a bonus of 
a month and a half of their standard pay. Anyone who overfulfills his quota by 
10 percent will receive another bonus of 10 percent of his standard pay, and 
anyone who cannot fulfill his quota will be fined according to the same propor- 
tion. Yanggu County is also carrying out an economic responsibility system 


Similar to that of Yangxin County this year. 


The results of Yangxin County in fulfilling the contracts last year are: of 

the 60 bureau directors and deputy directors as wel. as factory directors and 
deputy directors, some 55 have received bonuses, 4 have received neither bonuses 
nor fines and 1 has been fined. This is an effective reform of the cadres’ “iron 


salary system.” 


The so-called “iron salary system" is a term used by the people to describe the 
fixed salary of the cadres. People say that what the cadres hold is an iron 
ricebowl and what they draw is an iron salary “irrespective of drought or water- 
logging.” This “irrespective of drought or waterlogging” refers to receiving 
the same salary in full regardless of the quality of work. This method not only 
seriously dampens the enthusiasm of the cadres and creates conditions for lazy 
people to make a living, but it also affects unity among the cadres and workers. 
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fhe institution of the economic responsibility system has changed the condition 
of econemic management cadres not shouldering economic responsibility, and bound 
together the destiny of the cadre and the workers. The cadres no longer dare 
to give blind commands, and consequently, the difficulties of the enterprise 

can be effectively overcome and work results have notably improved. Compared 
with a year ago, industrial output value has increased by more than 55 percent 
since the institution of the economic responsibility system in Yangxin County. 
Profits have increased by more than 10 percent and product variety has increased 
by 20 percent. All the 22 enterprises are making money. Several of the enter- 
prises, which used to lose money because of poor management, have also changed 
their appearance. Some of the cadres, who used to “fish for *hree days and 
spend two days drying their nets," have also becore diligent and quick, and 

the number of administrative personnel has been reduced. In just a few months 
since the institution of the economic responsibility system in Yangxin County, 
21 of the enterprises have reduced their administrative personnel by half. Prac- 
tice has proved that this kind of economic responsibility system, which plays 
the role of rewarding the diligent, punishing the lazy, encouraging the advanced 
and arousing the enthusiasm of the cadres, conforms to the objective law govern- 
ing socialist economic development in China at the present stage. 


CSO: 4006/4116 
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ECONOMIC MANAGEMENT 


TECHNICAL REFORM OF ENTERPRISES DEEMED IMPERATIVE 
Harbin HEILONGJIANG RIBAO in Chinese 15 Dec 82 p 4 


[Article by Wang Xin [3769 2450]: "It Is Necessary to Bring about the 
Technical Reform of the Enterprises in a Vigorous Manner" ] 


[Text] Under the existing financial situation in our nation, i* would not 

be possible to quadruple the annual total value of our industr.al and 
agricultural production by the end of the century by using large amounts of 
funds to establish a large number of factories. The basic way to accomplish 
that objective is to improve our scientific and technical standard to tap 

the reserves of and to renovate and build existing enterprises. There are 

in our province over 17,800 predominantly key enterprises with fixed assets 
amounting to over 27 billion yuan and 100,000 machine tools of various types. 
However, the technical equipment of the industries and enterprises is stymied 
by such problems as “age" (around 70 percent of the equipment is old), “low” 
(the utilization rate is only around 50 percent) and "inferior" (the economic 
effectiveness is far inferior to that of the advanced provinces in our nation 
and to the highest level in history reached by our province). 


It is possible to save large amounts of funds and a great deal of materials 
and time to introduce technical reforms to existing enterprises rather than 
to establish new enterprises. Taking the sugar industry in our prevince as 
an example, we have, in the course of the past 2 years, introduced technical 
renovations to 14 sugar mills which have increased their daily capacity for 
processing sugar beet from 15,000 to 18,000 tons. This added production 
capacity is equivalent to that of three new sugar mills each capable of pro- 
cessing 1,000 tons a day. It takes an investment of at least 90 million 
yuan to establish three sugar mills of this type, whereas it costs only 28 
million yuan, or less than a third of that amount, to renovate existing ones. 
Whereas it takes at least 3 years to establish new mills, it takes only 6 
months to renovate existing ones, so that it is possible to accomplish more 
with less labor. Facts have shown time and again that existing enterprises 
constitute the mainstay for doubling and redoubling industrial production 
and the basis and the starting point for the economy to take off. We must 
be determined to introduce technical reforms and depand on existing enter- 
prises to play their full role in promoting the overall upward development 


of the socialist economy. 
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In order to bring about large scale technical reforms, we must set our guiding 
t '' on the right track. In introducing technical reforms, we must put 
emphasis on making Cecnnical advances such as the use of new technology, new 
equipment, new materials and new techniques in order to improve the quality 

ot our products, to replace old products with the new and to increase the 
economic benefits to society. According to the concerned departments, over 

90 percent of the funds allocated for technical renovation in our province 

in the last 2 years was spent on “extension” to enlarge the productive capacity, 
while less than 10 percent was spent to improve the quality, to increase 

the variety and to raise the standard of the products. For this reason, we 
must put emphasis on laying new groundworks for the factories to use “inten- 
sive” instead of “extensive” methods as the chief means for increasing the 
volume of production. We must, instead of merely seeking to increase the 
quantity of production, place the point of emphasis on improving the quality 
and increasing the variety of our products. We must, instead of fiddling 
around with outdated equipment and techniques, make a positive effort to adopt 
new technology, new equipment and new techniques. 


To bring about technical reforms on a large scale, we must have an overal! 
plan as well as specific points of emphasis. We have learned from past experi- 
ence that technical reforms cannot be brought about on the spur of the moment 
and in a blind and helter-skelter manner. We must look ahead as weil as back- 
ward, make arrangements on a overall basis, and devise plans for various stages. 
We must draw up plans for the different businesses and the different regions. 
We must have plans for the municipalities and specific plans for the enter- 
prises. Once formulated, the plans must be discussed one by one and they 

must be tied in with the reform, reorganization and the merging of the enter- 
prises. Technical reforms cannot be brought about without a system of prior- 
ities and without any point of emphasis. We must begin with the enterprises 
in the municipalities and certain key enterprises and proceed from there to 
all the enterprises and the medium and small enterprises. With an eye on the 
need to increase economic benefits, we must attach special importance to such 
technical reforms as the conservation of energy, reduction in the consumption 
of materials, improvement in the structure of products, upgrading the service- 
ability and quality of the products, the proper use of funds, raising the 
general standard of utilization, promotion of safety measures in production 
and strengthening environmental protection. We must at the same time give 
priority to technical reforms in the areas of communication and transportation 
as well as in the posta] and telegraphic communication services. 


n bringing about large scale technical reforms, we must also attach import- 
ance to minor changes and reforms undertaken by the masses. The motivation 

of the masses on a broad scale to bring about minor changes and reforms is also 
within the category of technical reforms. According to incomplete statistics 
compiled by the 4,314 industrial and communications enterprises in our province, 
the 46,654 minor changes and reforms which had been introduced last year were 
responsible for generating 226 million yuanin production value, or 1 percent 

of the gross production value of the entire province. Instead of underesti- 
mating their importance, we must place great emphasis on minor changes and 
reforms. The masses have creative powers of unlimited potentiality. Minor 
changes and reforms can gather momentum and turn into intermediate and major 
changes and reforms. These factors are capable of playing a crucial role 

in reversing the backward technical standard of the enterprises and in quadru- 


pling the amount of production. 
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ECONOMIC MANAGEMENT 


WAYS TO REORGANIZE ENTERPRISES DISCUSSED 


Beijing JINGJI RIBAO in Chinese 12 Jan 83 p l 


[Article: “Spirit of Retorm Is Required to Reorganize the Enterprises” ] 


{Text} At a forum held yesterday on the study of the Capital Iron and Steel 
Company's experiences by large-scale enterprises, Yuan Baohua [5913 1405 5478], 
vice minister of the State Economic Commission and head of the leadership 
group for the reorganization of enterprises throughout the country, called 
for the use of spirit of reform to reorganize the enterprises. 


Yuan Baohua stated that during the upcoming new year, it would be necessary 
to continue using the spirit of reform to reorganize the enterprises. It 
is only when we keep this unequivocal guiding thought in mind that we can 
bring about a new look in the reorganization of the enterprises. 


In view of the need for firmaess in our determination to reorganize the 
enterprises and speed in going about the work of reorganization, Yuan Baohua 
placed special emphasis on the following: 


First, it is necessary to go a step further in bringing about a proper 
relationship between the state and the enterprises. Experience has shown 

the obvious merits of the practice on the part of large-scale enterprises to 
pay profits to the state under the profit-contract system covering contract 
quotas, sharing of surplus profits and progressive increase contracts. With 
the approval of the Ministry of Finance and the State Economic Commission, 
the large-scale enterprises which qualify may pay to the state profits 

under progressive increase contracts, but only when they are in a position to 
do so. In his report to the Fifth Session of the Fi’th National People's 
Congress, Premier Zhao pointed out the need to adopt the method of reducing 
the payment of profits by reducing the amount of taxes. This method would 
serve not only to develop the regulatory function of taxes in economic opera- 
tions, but also to improve the relationship between the state and the enter- 
prises and to widen the autonomous powers of large-scale enterprises in the 
management of their operations. It is incumbent upon the large-scale enter- 
prises with the necessary qualifications to adopt this method according to a 


plan and in a vigorous manner. 
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Second, it is necessary to continue to perfect and to implement the economic 
responsibility system within the enterprises and to go a step further in 
dealing with the problem of “eating out of the same pot™ and that of egalita- 
rianism. There is still a gap among the enterprises between economic benefits 
and operational and economic effectiveness and the lack of a connection between 
the wages and bonsues paid to the workers for their skills, attitudes and con- 
tributions. Failure to resolve this problem would deal a blow to the positive 
attitude of the enterprises and the workers. The solution of this problem 
must be regarded as crucial for the perfection of the responsibility system 
within the enterprises during the year. It is also necessary to adopt certain 
measures on a trial basis and in a positive manner. These measures include 
the payment of flexible wages without increasing the total amount of wages; 
the establishment of a connecticr between the total amount of wages and the 
degree of economic effectiveness according to a fixed ratio and the allocation 
of funds by the enterprises themselves; the reform of the piecework, subsidy 
and bonus system without increasing the total amount of bonuses, the avoid- 
ance of setting a uniform level for the various units and putting a limit on 
the promotion and demotion of individuals; the setting of a limit on the 
number of workers and the amount of bonuses paid by the enterprises so that, 
within a certain period of time, an increase in the number of workers would 
not result in an increase in the amount of bonuses and a reduction in the 
number of workers would not result in a decrease in the amount of bonuses; the 
adoption of the total wage contract method following the reorganization of 

the labor force. All these measures should be studied and adopted on a 


limited scale and on a trial basis. 


Third, it is necessary to enforce the system of democratic control. The 

large number of workers should be made to feel that they are truly the owners 
of the enterprises and that they are indeed their own masters. The economic 
responsibility system should be adopted to give substance to democratic 
control. The large number of workers should be given the power to participate 
in making decisions, in exercising control, in dealing with the question of 
distribution and in the democratic election of leadership cadres. 


9621 
CSO: 4006/233 


25 




















ECONOMIC MANAGEMENT 


LIAONING IMPROVES QUALITY OF PRODUCTS 
OW0O12037 Beijing XINHUA in English 1113 GMT 1 Apr 83 


[Text] Beijing, 1 Apr (XINHUA)-—-China's leading heavy industrial center of 
Liaoning Province, which was first place in last year's national appraisal of 
quality products, is now aiming for ‘urther improvements. 


The province aims at over-all improvement of its industrial products this year 
while reducing costs, cutting down the consumption of raw materials and increas- 
ing profit delivery by 1.6 percent. This was announced by Li Guixian, vice- 
governor of the province, at the National Conference on Industry and Communi- 


cations that closed here today. 


Liaoning produces machine tools, energy-saving water pumps and motors, iron 
and steel, cement, chemicals and industrial equipment needed in all parts of 
the country. The province increased industrial output value last year to 47.6 
billion yuan, 5.5 percent more than in 1981. 


One hundred and sixty-five varieties of products turned out by the procince 
placed among the best in the country at last year's national appraisal meeting. 
It carried off 48 gold and silver medals for quality products, for the first 
time shooting ahead of Shanghai, China's biggest industrial center, the tradi- 


tional winner. 


With heavy industry accounting for roughly two-thirds of its industrial output 
value, Liaoning Province has expanded light industry in the past four years, 
particularly in light, textile, food-processing and other consumer products. 


Vice-Governor Li Guixian said that the province impo-.ed three hundred items 

of advanced technology in the past few years to upgrade equipment. Installa- 
tion of imported equipment at the Shenyang Electric Bulb Factory has enabled 

it to increase its daily output by 60 percent. 


The province plans to introduce more advanced technology to revamp its medium- 
sized and small enterprises, including textile mills and leather tanning and 
electronics factories this year. 


Improving products and economic results is a major aim of the current economic 
readjustment. National appraisals of quality products have been made every year 


since 1978. 
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Adoption of energy-saving devices is cited by the vice-governor as one of the 
key measures to improve quality and economic results. Liaoning Province used 
one-tenth of the national total energy consumption. This was more than any 
other Chinese province or municipality. 


“Beginning in 1983, the province will produce pumps and blowers to replace 
al! 199 large pumps and blowers in mines, power plants and iron and steel and 
metallurgical plants step by step. This alone will save 63.3 million kilowatt 
hours of electricity a year,” the vice-governor said. "Investment will be 
recouped in one and a half years.” 


Liacning Province saved an average of half a million tons of coal and 80,000 
tons of oil in each of the past two years, he said. 
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FINANCE AND BANKING 


FINANCIAL MALPRACTICES FOLLOW XIANGTAN REFORM 
HKO060512 Changsha Hunan Provincial Service in Mandarin 2310 GMT 4 Apr 83 


[Text] Today HUNAN RIBAO frontpages a reader's letter. The letter says that 
through the devision of the Provincial CPC Committee and with the approval of 

the CPC Central Committee, our prefecture, Xiangtan, has been carrying out the 
Structural reform in our prefecture and city. From the activities of our 

banking service, we have found that some of the prefectural and city units have 
taken advantage of the structural reform to rush to pay without authorization, 
excessive allowances and bonuses out of the property and funds of the state. 

For example, during the past few months, the prefectural coal company has invented 
various pretexts to illegally pay a large amount of money out of state funds. 
Last year, it invented a kind of attendance bonus in addition to the monthly 
bonuses it had paid to its staff and workers. It paid 0.14 yuan to a worker 

for day's attendance to work. This has meant the illegal use of 1,545 yuan, 
30.30 yuan on average for every person in the company. There has never been 
anything about giving coats to each staff member and worker in our province's 
regulations on enterprise financial expenditures. However, this company invented 
a scheme to pay 30 yuan to every staff member and worker as a subsidy for purchas- 
ing a cotton-padded coat. This has cost the state 1,200 yuan. In February, the 
company paid two kinds of allowances to their staff and workers, one of which 

40 yuan per capita, was said to be an allowance to help the staff and workers 
toattend the spring festival. These allowances totaled 2,800 yuan, 70 yuan per 
capita on average. All these totalled 6,037 yuan, 146 yuan per capita on 


average. 


Those units that have rushed to pay, without authorization, out of state property 
and funds include leading organs as well as business units. This practice of 
taking advantage of the reevaluation of the assets in the structural reform to 
pay out of state property and funds without authori.ation constitutes a sabotage 
to the socialist economy. It not only causes losses to the property and funds 

of the state, but also corrupts the minds of the staff and workers of the state. 
We urgently appeal to the relevant leading organs to take vigorous and prompt 
measures to put an end to this practice. 


Today, HUNAN RIBAO publishes an editor's note to this letter. 
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FINANCE AND BANKING 


ENTERPRISES TO PAY TAXES INSTEAD OF PROFITS TO STATE 


Beijing CAIZHENG /FINANCE] in Chinese No 2, 8 Feb 83 pp 7-9 


[Article by Cai Wen {7693 51137: "The Orientation of Paying Taxes Instead of 
Profits to the State Should Be Affirmed™/ 


[Text] Im the report on “the Sixth 5-Year Plan," Premier Zhao Ziyang pointed 
out: "The orientation of paying taxes instead of profits to the state should 
be affirmed.” This has clearly pointed out an orientation for the reform of 
our country's tax system in the future. In reforming the system of the 
national economy, how to correctly handle the relations between the economic 
interests of the state and enterprises is an important aspect. Since the 

3d Plenary Session of the llth Party Central Committee, we have restored 
measures concerning the enterprises’ funds; implemented, on a trial basis, 
the system of allowing enterprises to retain a certain percentage of their 
profits; and expanded the autonomy of enterprises. This has given impetus 

to bringing into play the initiative and enthusiasm of enterprises, staff 
and workers and gained very good results. However, this is only an initial 
reform. In order to establish and perfect the economic responsibility system 
of state-run enterprises, expand the autonomy of enterprises, integrate the 
responsibility, rights and interests of enterprises more closely and bring 
into better play the role of taxes as economic leverage, we must gradually 
replace the practice of paying profits with the practice of paying taxes. 
(This is abbreviated to replacing profits with taxes in the following portion 
of the article.) The advantages of doing so are: 


First, it is advantageous to establishing and perfecting the economic responsi- 
bility system of enterprises to integrate more closely with responsibility, 
rights and interests of enterprises. After replacing profits with taxes, the 
only duty of enterprises toward the state is to pay taxes according to law. 
After paying taxes, enterprises may make their own arrangements for the utili- 
zation of the profits they retain. This integrates the economic responsi- 
bility, economic rights and economic interests of enterprises directly with 
the important aspect of income distribution and genuinely embodies the 
autonomy of enterprises. On the basis of having certain material condit ions 
and implementing the principle of material interests, the practice of replac- 
ing profits with taxes enables enterprises to have both internal economic 
motivation and external pressure to bring into full play the initiative and 
enthusiasm of enterprises and staff and workers, improve management, develop 
production and increase economic results. 
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Second, it is advantageous to eliminating the unnecessary administrative 
interference imposed on enterprises by local authorities and departments due 
to their own economic interests to gradually overcome the concept of 
ownership toward enterprises formed at all levels due to the division of 
interests. After replacing profits with taxes, enterprises at all levels and 
of all kinds, regardless of their subordinate relations, should all pay the 
same taxes, ‘ulfill the same duties and make the same contributions in 
accordance w th the tax law. By doing so, enterprises will be able to 
gradually tre themselves from the yoke of central and local authorities, 
and there will be a possibility to solve the unsolvable, longstanding prob- 
lem of economic interest contradiction caused by the division of central and 
local authorities in the economic system of our country. This will give 
impetus to strengthening the horizontal links of the economy and promoting 
the coordination and reorganization of enterprises. 


Third, it is advantageous to improving and perfecting the financial system. 
According to the financial system currently in effect, the revenue of central 
and local authorities at all levels is divided in accordance with the sub- 
ordinate relations of enterprises, namely the profits of enterprises belong 
to the level to which the enterprises are subordinate. After replacing 
profits with taxes, the central and local financial system will be gradually 
changed so that the principal part of the system will be categorizing taxes, 
the central revenue, local revere and the common revenue of central and 
local authorities will be divided in accordance with the categories of taxes 
and central and local authorities at all levels will have a steady and relia- 
ble resource of revenue. This will avoid the disadvantage of financial 
organs at all levels scrambling for the jurisdiction of enterprises because 
of the issue of distribution of profits. 


Fourth, it is advantageous to ensuring state revenue. The tax system is 
mandatory. After replacing profits with taxes, the state revenue will be 
more timely, steady and reliable. 


The facts of the experimental work carried out in the past 3 years or so have 
also proved that the results of replacing profits with taxes are relatively 
good in general. The experimental work began in early 1979 at 15 industrial 
enterprises in Guanghua County of Hubei Province. In 1980, 18 provinces, 
municipalities and autonomous regions including Guangxi, Shanghai, Sichuan, 
Guangdong, Beijing and Tianjin also began the experiment one after another. 
By the end of 1981, 456 state-run industrial enterprises throughout the 
country had conducted the experiment. Some of the e-perimental work was 
carried out throughout a city or county, and some was carried out in all 
units of one industry within the scope of a city. In 1981, these enterprises 
increased their saies income by 8.93 percent and profits by 17.98 percent 
and handed 13.59 percent more revenue to the state. The fact that the 
increases in their profits and the revenue they handed to the state were 
obviously higher than that in their sales income indicates that the economic 
results of these enterprises have been substantially improved. 


Some people question whether levying income taxes on state-run enterprises 
will change the nature of the state ownership of enterprises. Having 











state-run enterprises pay taxes instead of profits to the state is only a 
change in the form of collecting state funds. It does not change the nature 

of the ownership of the means of production-—-just like implementing a 
responsibility system of awarding contracts according to output in rural 

areas does not change the nature of the collective economy. The important 
question is to see what form and what method is more advantageous to the 
development of productive forces, the policy decision and regulation of the 
state in the macroeconomy and the accumulation of funds for the four moderniza- 
tions. It is senseless to depart from these essential issues and get 


bogged down in abstract concepts. 


Since the system of paying taxes and the system of handing profits to the 
state have different functions and are not interchangeable, and the practice 
of “combining taxes and profits into one” enacted to do away with taxes in 
the late 1950's caused bad consequences, some people question whether we are 
going to the other extreme by replacing profits with taxes and negating the 
role of profits as economic leverage. After replacing profits with taxes, the 
economic category of enterprise profits still exists, and, after eliminating 
various objective factors causing a great disparity in the profits of enter- 
prises through the system of taxes and prices, the indexes of profits can 
better reflect the results of enterprise management, have closer connection 
to the economic interests of enterprises and staff and workers and, there- 
fore, bring into better play the role @ profits as a leverage. 


Of course, the price system currently in effect in our country is not com- 
pletely rational; there is great disparity in the level of profits among 
industries and enterprises. Some enterprises have very high profits which 
are not completely the result of good management. It is impossible to 
basically complete the readjustment of the price system in 1 or 2 years. 
Therefore, neither can the reform of replacing profits with taxes be 
thoroughly carried out all at once. We should distinguish different situa- 
tions and carry it through in a step-by-step and planned manner. In his re- 
port on the sixth 5-year plan, Premier Zhao Ziyang said: “With regard to 
state-run large and medium-sized enterprises, we should take two steps: 
First, we should practice the coexistence of taxes and profits. In other 
words, we should first levy certain percentages of income taxes and local 
taxes on the profits gained by enterprises and then adopt various forms 

to properly distribute the remaining profits between the state and enter- 


prises. 


This step has been taken during the period of the sixth 5-year plan. Second, 
we should, on the basis that the price system has basically become rational, 
levy progressive income taxes in accordance with the profits gained. With 
regard to amail state-run enterprises, we plan to promote, in the coming 3 
years, various forms of management such as contracting or renting enterprises 
to collectives or individual workers and carry out the systems of state 
taxation, funding charges ani assuming sole responsibility for their own 
profits and losses. At the same time, in light of the needs of the economic 
development, we should properly readjvst the percentage of industrial and 
commercial taxes on certain products, increase some new categories of neces- 
sary taxes, and bring into better play the role of taxes in fund accumulation, 
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production regulation, circulation and distribution.” The above arrange- 
ments are completely correct. The situation of state-run industrial 

and commercial enterprises is different from that of agriculture and situa- 
tions in different enterprises differ in thousands of ways and many new 
situations and problems may arise in establishing the economic responsibili- 
ty system of enterprises and in replacing profits with taxes; therefore, 

we should be both active and fully prepared in carrying out the work of 
replacing profits with taxes. Im light of different situations such as dif- 
ferent industries, different enterprises, different localities and different 
levels of enterprise profits, we should conduct careful and detailed 
investigations, surveys and calculations and draw up different tax rates and 
measures. We should strengthen the leadership over this work, discover and 
solve problems in a timely manner and enable this reform to be carried out 
moothiy under the situation that the state revenue is guaranteed. We 
should not reduce the state revenue to give enterprises more benefits by 
replacing profits with taxes. On the contrary, replacing profits with taxes 
should increase state revenue and, at the same time, enable enterprises 

to retain more profits through their efforts under the premise of increasing 
their income and state revenue so as to arouse their enthusiasm for increas- 
ing income and regulating expenditures. 


Wwe have good reasons to believe that after gradually carrying out the reform 
of the tax and profit system, we will be able to bring about a profound 
change in enterprise management, make big progress in the work of implement - 
ing the economic responsibility system and expanding the autonomy of enter- 
prises and better integrate the interests with the management and development 
of enterprises, thus continuously improving economic results and accelerating 


the development of productive forces. 
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FINANCE AND BANKING 


LLIN HOLDS SYMPOSIUM ON COMMERCIAL CREDIT 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 3, 4 Mar 83 pp 29-30 


/Article: “How Should the Present Form of Commercial Credit in Our Country Be 
Evaluated?"/ 


/Text/ Editor's note: recently, the Jilin Provincial Financial 
Research Institute held a theoretical symposium on the topic 

of how to evaluate the problem of commercial credit that exists 
in our country at present, thus touching off a lively debate 
that called for integrating theory with practice. The following 
are excerpts of speeches delivered during this symposium. We 
welcome banks and financial research institutes throughout the 
country to provide this publication with theoretical views on 
banking based on their practical work. 


Comrade Fu Wenling /0102 2429 0109/ said: since the Third Plenary Session of 
the llth Party Central Committee, remarkable changes have taken place in 
various localities as a result of the thorough implementation of the policy 
designed to stimulate, consolidate, and restructure the national economy. The 
problem of how to assess vealistically the existing form of commercial credit 
deserves our conscientious study. In 1980, the head office of the People’s 
Bank of China held a meeting in Dalian, stressing the need "to lift restric- 
tions on commercial credit in a well-controlled way." I consider this policy 
correct and consistent with the current actual conditions in our country. This 
proposal to lift the said restrictions in a well-controlled way focuses its 
attention first on lifting and then control. In other words, the restrictions 
must be lifted in a well-controlled way. The term "lift the restrictions" 
does not mean allowing things to drift. Nor does the term "control" mean any 
attempt to choke anything to death. But it means that the commercial credit 
must be properly used as a vehicle to boost the economy in coordination with 
the bank credit under the guidance of the related state policy and plan. 
Meanwhile, the banks must back up this measure with corresponding services. 
For example, they must provide loans for both buyers and sellers of certain 
merchandise, cash bills, and render other mail remittance services. In this 
way, they can put themseives in a favorable position to control and guide the 
flow of commercial credit, and coordinate bank credit with commercial credit. 
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The proper lifting of restrictions on commercial credit calls for upholding the 
following principles: first, it serves the purposes of the state policies and 
decrees; second, it will result in boosting the economy; third, it wili noc 
end up distrupting the state plans, overlapping other construction projects, 
and mismanaging production. As a finance control department, a people's bank 
must strengthen its management, and do the following three major jobs well 

at present: first, it must do a good job of investigating, streamlining, and 
redirecting the commercial credit in accordance with the state policy; 
second, it must draw a clear line between the forms of commercial credit whose 
restrictions need to be lifted and others whose restrictions should not be 
lifted, give active support to the lifted forms of credit and bring under 
control any runaway forms of credit; third, its supervisory and management 
department must make constant efforts to survey and guide the commercial 
credit activity, and act promptly to solve problems, once they are uncovered. 


Comrade Li Changju /2621 1603 5112/ said: under the socialist condition, the 
commercial credit results from commodity production and exchanges. Its 
existence is independent of man's will. At a time when the commodity produc- 
tion and exchanges still prevail over our country, the bank credit is viewed 
as the basic but not the only form of credit; the saying that the banks 
should be viewed as the financial center does not mean that all forms of 
credit should be concentrated in banks. For this reason, something must be 
done to adapt various forms of credit to the current needs in acc%r*dance with 
the principle calling for upholding the state-owned economy as the leading 
factor, diversifying the economy, and backing up the planned economy with 
the market management. In other words, we must put into effect a banking 
institution allowing all forms of credit to exist simultaneously, including 
the principal form of bank credit and the supplementary form of commercial 
credit. We must do away with the former monolithic credit system which has 
proved unsuccessful in concentrating all forms of credit in banks. 


Comrade Han Jiadi /7281 0857 6611/ said: the problem of commercial credit is a 
matter of concern to the credit institution our country should adopt, whether 
or not credit should be allowed to circulate through various channels, and 

how various forms of credit should be equipped and staffed remain, in my 
opinion, a problem to which no clear-cut answer has been found. How should the 
commercial credit be evaluated under the socialist system? In my opinion, we 
cen neither allow it to get out of control, nor should we stand for a policy 
whose implementation will end up choking it to death. The inability of our 
present bank credit institution to bring all forms -. credit umder its control 
and to meet certain needs for capital proves that its performance still needs 
to be improved. I would like to suggest that our current credit institution 
be revamped to include various forms of credit, and be placed under the leader- 
ship of the state bank so that the bank credit operation can be improved, trust 
credit can be expanded, credit cooperatives (including experimental urban 
banking coop:ratives) can do a good job, and restrictions on commercial 

credit can be lifted in a well-controlled way. In other words, the commercial 
credit can be allowed or granted only within specific areas and an specified 
terms. In my opinion, three methods characterized by checking, replacement, 











and preservation should be adopted to cope with the current excessive flow of 
credit in all forms. The term “checking” means disapproval. For example, 
some manufacturers have failed to pay back their loans as scheduled despite 
the fact that their products are in short supply and great demand. This is 
something that has occurred beyond our expectation. The term “replacement” 
means replacing some forms of credit with the state-controlled ones. Among 
them are sales on credit and sales with downpayment, which, according to my 
suggestions, should be gradually replaced by credit of trust in the form of 
promissory notes or discounts on promissory notes. The term “preservation” 
means allowing certain existing forms of credit to continue in effect. For 
example, the commission agents, and the consignment of goods for sale on 
commission should be allowed te continue as long as their ownership remains 
unchanged and their transactions appear in accounts as sales on credit. 


Comrade Zheng Daoping /6774 6670 1627/ said: under the economic system now in 
force in our country, which emphasizes the need to back up the planned economy 
with market management, the growth of commercial credit has become an irresis- 
tible trend, and an objective reality. It is expected to continue to exist 
along with bank credit for a corsiderably long time to come. In other words, 
the principal form of bank credit and the supplementary form of commercial 
credit will continue to work together to serve the common purpose of the 
socialist economy. But in this connection, we should neither view the 
commercial credit as something totally wrong and intolerable to the socialist 
economy, nor should we improperiy exaggerate its importance as something 
perfect. Since the commercial credit can serve to enhance the development of 
sucialist modernization, improve the economic efficiency and income, and boost 
the economy, we must put it to good use and allow it to exist, while 
restricting or banning those negative factors which prove harmful to the 
planned socialist economy, and containing their activity in prescribed areas. 


Comrade Jiang Guozhi /1203 0948 3112/ said: in accordance with the requirements 
set forth under the economic management system calling for backing up the 
planned economy with the market management, our credit institution should 
persist in concentrating credit in the state bank, and should regard the role 
played by the commerciai credit as merely a supplementary form of bank credit. 
At first, ic must make efforts to streamline and reorganize all existing forms 
uf commercial credit in our country before any necessary steps are taken to lift 
its restrictions in a well-controlled way and merge it with the bank credit 

line under an effective supervisory end management systen. 


Comrade Ba Xu /1572 2485/ said; the history of commercial credit in our 
country is marked by twists and turns. Although it suffered setbacks from 
time to time, like a river, it bas made its way through thick forests and deep 
valleys before emptying into lakes and seas. tIbis phenomenon enlightens me 

to the fact that everything moves forward in accordance with the laws governing 
its development. I think that the commercial credit owes its existence to 

the following conditions: first , the socialist condition which allows many 
economic factors and various forms of credit to exist simultaneously; second, 
the immature condition for concentrating all credit businesses in banks, and 
for abolishing commercial credit at present; third, the steady growth of the 
commodity economy provides an opportunity for the reactivation of commercial 
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credit as a yehicle to stimulate the market and economy, in a well-controlled 
way. Om account of the aforementioned conditions, I believe that we must make 
clear the principle that calls for persistent efforts to lift restrictions on 
commercial credit in a well-controlled way, and to take full advantage of its 
positive factors to develop this form of credit along the line of the planned 


economy. 


957: 
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FINANCE AND BANKING 


RURAL FINANCE, BANKING WORK DISCUSSED 
Beijing ZHONGGUO JINRONG /CHINA'S BANKING/ in Chinese No 1, 4 Jan 83 pp 10-13 


/Article by Han Lei /7281 7191/: "Strive to Create a New Situation in Rural 
Finance Work"/ 


/Text/ The 12th National Party Congress has sumed up our great achievements 
and experiences since the Third Plenary Session of the llth Central Committee 
in the areas of politics, economics, and culture; it has issued a magnificent 
call to usher in a new overall situation in socialist modernization. In 1983, 
while working together with the economic departments to develop a new situation 
in the rural economy, every level of the Agricultural Bank and the credit 
cooperatives must open up and develop a new situation in rural financial work. 


Correct Understanding the Strive to Create a New Situation in the Rural Economy 


Since the Third Plenary Session of the llth Party Central Committee, party 
committees at every level and the vast numbers of peasants have resolutely 
implemented the party's rural policies: rural economic life has taken on an 
entirely new appearance. The rural collective ecotiomy is now evolving away 
from the exclusive economic form of the people's c7mmune, with its “three 
level ownership with the production team as the basic accounting unit,” into 

a variety of forms with combined production and the contract responsibility 
system, and which integrate concentration and decentralization. Furthermore, 
it has gradually developed into an amalgam of various forms and contents. 
Production content is moving away from the one-sided concentration on grains 
which “takes grain as the key link,” and is developing toward the active 
promotion of diversified undertakings without, however, a slackening of grain 
production. It is moving away from exclusive emphasis on agriculture to the 
overall promotion of farming, forestry, animal husbandry, sideline production, 
and fisheries. It is moving away from only paying attention to the production 
phase of agriculture to paying attention to the phases which precede and 
follow actua) production: these include seed selection, scientific application 
of fertilizers, plant protection, and disease prevention; the processing, 
comprehensive utilization, packing, and shipping of products from rural areas; 
and the integration of agriculture, industry, and commerce, and overall planning 
to coordinate production and marketing. Many specialized households and key 
households engaged in fishery and livestock breeding have appeared in the 
countryside, as well as specialized and key households growing cash crops. At 
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the same time there has been a corresponding increase in the number of 
specialized households supplying all kinds of fodder, ducklings, piglets, 

ind fry, and of specialized households engaged in commerce which market and 
transport such products. Many special companies, such as fodder companies, 
plant protection companies, etc., have appeared. Agricultural trade fairs 
have developed vigorously: the volume of trade in the agricultural trade 
fairs is now over 9.4 percent of the total volume of retail commerce in China. 
With increased production and prosperous markets the income of the rural 
working people has greatly increased: per capita net income of the agricultural 
population increased by 89.87 yuan between 1978 and 198l--this is an increase 
of 67.28 percent. The total increase includes 27.67 yuan in increased income 
from collective distribution--an increase of 31.25 percent, and 48.73 yuan in 
increased income derived from domestic sideline production--an increase of 

136 percent. China's economy is changing from a natural and semi-natural 
economy into a commodity production economy: this is a "leap" in the 
development of rural production. We may say that the important features of 
this new flourishing growth of our rural economy are the day by day perfection 
of the combined production and contract responsibility system, the daily 
intensification of specialization and division of labor, and a burgeoning 


commodity production. 


While Developing a New Situation in the Rural Economy, We Must Create and 
Develop a New Situation in Rural Financial Work 


Against this kind of historical background an entirely new situation has 
developed in rural financial work since the Third Plenary Session of the llth 
Central Committee. First, the development of the rural economy and the increase 
in income of the rural working people has resulted in large increases in 
deposits at banks and credit cooperatives. Between the end of 1978 and 
September 1982 the net balance of all kinds of deposits increased from 25.16 
billion yuan to 49.62 billion yuan--an increase of 97.2 percent. All types 

of loans increased from 41.96 billion yuan to 69.26 billion yuan--an increase 

of 65.1 percent. The total value of loans during the year increased from 

180.9 billion yuan to 205.3 billion yuan--an increase of 13.5 percent. 


Second, the overall development of agriculture, forestry, animal husbandry, 
sideline production, and fisheries has necessitated considerable changes in 
the loan structure of the banks and credit cooperatives. According to 
incomplete statistics from 15 provinces, municipalities, and autonomous 
regions, in the first quarter of 1982, 51 percent of the loans supported 
grain production, while 49 percent supported diversified undertakings; in the 
same period of 1981 only 40 percent of the loans supported diversified under- 
takings. The accumulated total value of loans made to commune and brigade 
enterprises reached 7.89 billion yuan--an increase of 15.3 percent over the 


same period in 1981. 


Third, banks and credit cooperatives have gradually emancipated their thinking 
and energetically supported contract, specialized, and key households in 
developing grain production and diversified undertakings. For example, in 

the first half of 1982, Hunan Province loaned 550 million yuan to contract 


households: this was 50 percent of total agricultural loans. They also loaned 
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47.14 million yuan to 217,000 specialized households and key households, in 
order to assist them in developing over 20 types of diversified undertakings. 
It is estimated that these households will be able to supply the markets with 
commodities valued at 240 million yuan, while the average income of each 
household will increase by over 600 yuan. The business orientation of the 
banks and credit cooperatives has begun to shift away from the communes, 
brigades, and collectives, and toward the thousands and thousands of contract 
households of all types. In 1980, rural units had 37.66 million accounts at 
the Agricultural Bank; 1.2 billion transactions were conducted. In 1981 the 
number of accounts had increased to 57.97 million--an increase of 53.9 percent. 
The number of transactions had increased to 1.37 billion--an increase of 14.3 
percent. This reflects an actual shift in the primary orientation of the 
Agricultural Bank and credit cooperatives from the 6 million production teams 
to the 170 million individual households (approximately 70 percent of which 
have bank deposits or loans). 


Fourth, in order to attract the funds which are dispersed among the contract, 
specialized, and key households into the banks and credit cooperatives, and 
in order to support the contract, specialized, and key households in developing 
commodity production and doing a good job among the 170 million households, 
the banking and credit cooperative offices must get closer to the rural areas. 
The work style and methods of the cadres in the banks and credit cooperatives 
must penetrate the masses; the working system must be as closely adapted as 
possible to actual conditions in the countryside; the credit cooperatives 

must show even greater flexibility in management, democracy in administration, 
and mass character in organization: in these respects the banks and credit 
cooperatives of every region have made great efforts. 


The special characteristics of the new situation in rural financial work are 

as follows: we are starting to break the habit of only supporting agricultural 
production and are advancing toward a comprehensive support of agriculture, 
animal husbandry, sideline production, and fisheries, as well as of the 
agricultural, industrial, commercial, sideline production, transport, and 
service trades: we have started to move away from only supporting the develop- 
ment of production in the communes, brigades, and collectives, and begun to 
support commodity production at all phases of production, distribution, 
exchange, and consumption. The Agricultural Bank is no longer a bank which 
only handles agricultural loans and allocations, but is now a bank which serves 
all kinds of businesses in the rural areas, such as agriculture, forestry, 
animal husbandry, sideline production, fisheries, agricultural-industrial- 
commercial integrated undertakings, and coordinated production and marketing. 
In 1980, the Central Economic and Finance Group pointed out that the Agricul- 
tural Bank should not make only agricultural loans. The Agricultural Bank 

must engage in a wide variety of businesses and support integrated agriculture, 
industry, and commerce; it must support agriculture, forestry, animal husbandry, 
sideline production, and fisheries; it must support the commodity economy: 

only then can it assist rural economic growth. Today we are advancing along 
this road. In the future we will continue to work hard to follow this road. 
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What Must We Do In 1983 To Continue To Create and Develorn a New Situation in 
Rural Financial Work 


In order to support a general development of the rural economy and to open up 

a new situation in rural financial work in 1983, under the guidance of the 
spirit of the 12th National Party Congress our Agricultural Bank and credit 
cooperatives must energetically organize rural funds, assist communes, brigades, 
collectives, and commune members in opening up new avenues of production, 
promote commodity production, improve economic results, and work hard to 

develop a new situation in the rural economy. In order to achieve these goals 
we must do a good job in the following phases of our work: 


(1) We must energetically organize rural funds to meet the financial 
requirements for an overall development of the rural economy. The promotion 
of agricultural, forestry, animal husbandry, sideline occupations, and 
fisheries’ production, and the promotion of agricultural, industrial, commer- 
cial, sideline production, transportation, and service trades, requires the 
investment of large amounts of circulating funds and fixed assets. The 
principal way to meet this need for funds is by relying on accumulation within 
agriculture itself. As the rural economy has undergone overall development, 
rural funds have increased; at the same time such funds are more dispersed 
than before and many of these funds are in the hands of the contract, 
specialized, and key households. This situation greatly increases the 
possibilities of organizing rural funds, but it also greatly increases the 
difficulties of organizing rural funds. In general, the contract, specialized, 
and key households must have stations for depositing, borrowing, and rural 
credit right on the spot; the extension of credit offices from the commune 
level to the production brigade and team levels is still quite inadequate. 

We must readjust and strengthen credit cooperative offices below the commune 
level, making full use of their superiority as collectively-owned financial 
organizations. While not changing the pay and conditions of the cadres 
presently working, we must step by step restore the “three qualities" in the 
credit cooperatives--most important are the democratic quality of administration 
and the flexible quality of management. These offices must change their 
official style, promote the fine tradition of going right to the villages 

and households, and unite closely with the masses. They must grasp the 
critical point of organizing individual savings, and organize even more rural 
funds by making themselves welcome among the masses. 


(2) We must support the propagation of agricultural science and technology 

in order to raise per unit area yield of grains an’ cash crops. Here it is 
important to emphasize that all of our credit and accounting work must be 
coordinated with propagating agricultural science and technology as widely 

as possible. For example, when we make loans for seed, we must first consider 
how to pormote the use of superior varieties. When we make loans for chemical 
fertilizers, we must pay attention to studying and understanding the texture 
and fertility of the soil, and the proper kinds of chemical fertilizers and 
their correct proportions; we must also actively support commercial departments 
and supply and marketing departments in arranging the purchases. In 1983, 

the agricultural departments will energetically propagate the use of superior 
varieties of hybrid rice and film coverings: we must give our full support 
while conscientiously paying attention to economic results. 











(3) Assist the communes, brigades, collectives, and the contract, specialized, 
and key households in actively promoting diversified undertakings without 
slackening grain production. In this respect it is important to emphasize 

the emancipation of thought and the bold support of the development of 
diversified undertakings by contract, specialized, and key households. The 
advent of the contract, specialized, and key households is a result of the 
correct implementation of the party's rural policies since the Third Plenary 
Session of the llth Party Central Committee. It is a manifestation of the 
emancipation of rural productive forces, the promotion of specialization and 
division of labor in the rural economy, and the development of socialist 
commodity production in the countryside. We must not only boldly support 

the production of grain and diversified undertakings by the contract, 
specialized, and key households; we sust also boldly support them in engaging 
in commerce, transportation and service trades. Only this will assist the 
development of rural commodity production, the improvement of economic results, 
and the improvement of the living standards of the working people. 


(4) Support production in agriculture, forestry, animal husbandry, sideline 
occupations, and fisheries throughout all the processes of production, 
distribution, exchange, and consumption. Here we especially want to emphasize 
doing a good job on circulation and working hard on the marketing phase; this 
will support the development of rural commodity production. Commodity 
production is production for sale: reproduction is only possible with the 
resolution of the problems of marketing the product. When we support the 
production of a certain type of product we must first answer the following 
questions: Will the state purchase this product? What quantities does it 
plan to purchase? How big are the markets? What changes can take place in 
market price? Is the product competitive? Can it be put on the markets? 

Is further processing or modification necessary? Is there a contradiction 
between price and purchasing power? Is it possible to use bank credits or 
commercial credits to promote consumption? If the two channels of state- 
operated commerce and supply and marketing cooperatives cannot resolve the 
problems of product marketing, then we should consider ways of supporting 
commune, brigade, and collective commerce in their use of a variety of channels 
to open up markets for agricultural sideline products. Small market towns 
are collecting and distributing centers for rural commodities and are rural 
economic and cultural centers: their development will further promote the 
flourishing of specialization, division of labor, and commodity production. 
In order to enliven the rural economy we should pay attention to supporting 
commerce and all kinds of service trades in the small market towns. To sum 
up, we should understand and support commodity production from the standpoint 
of a commodity economy. Therefore, in our work in the Agricultural Bank and 
credit cooperatives, we must give great emphasis to economic information and 
learn how to use information to guide production; we must boldly support 
properly registered and legally operated collective and individual commerce; 
we must support the various structural reforms being made in rural commerce; 
and we must support the development of rural commercial networks with many 
elements, many channels, and few levels, in order to ensure that rural 
products can be sold and that necessities can be purchased. 
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(5) We must make experimental loans to develop natural resources. Here it 

is important to emphasize that experim~ntal loans to develop resources are 

for the development and conservation of resources for agriculture, forestry, 
animal husbandry, and fisheries, and are not to be used to overinvest in basic 
construction. Leading comrades of the Central Committee have pointed out 

that while developing production it is necessary to pay attention to conserving 
resources and preserving the ecological balance. As we develop resources we 
must pay attention to conserving resources; as we exploit our advantages we 
must pay attention to taking care of our advantages: this is the purpose of 
experimental loans for the development of natural resources. During a trial 
period loans for the development of natural resources should be made in 
accordance with the following principles: these loans should only be used 
for the development and cultivation of agricultural, forestry, animal husbandry, 
and fisheries’ resources; they should only be made to communes, brigades, 
collectives, contract brigades, and contract households, with emphasis on the 
contract brigades and contract households. Projects must be small-scale and 
lcan periods must not exceed 10 years, with preference given to the support 

of projects promising short periods and quick results. There must be close 
investigation of every item and feasibility studies for every allocation in 
order to guarantee that the anticipated economic results can be realized. At 
the same time, projects which we support must fit in with the prefectural 


economic plans. 


(6) Finally, and this is also an important point, we must conscientiously 
study the documents of the 12th National Party Congress and acquire a profound 
understanding of the spirit and essence of the 12th Party Congress, and put 

it into practice in all our rural financial work. Without the line and 
policies laid down by the 12th National Party Congress we cannot attain a new 
situation in rural financial work. As the comrades on the rural financial 
front study the documents of the 12th Party Congress, we must first understand 
and implement the ideological line of the 12th Party Congress. We must uphold 
seeking truth from facts; all of our policies and measures must proceed froa 
reality and at all times we must pay attention to studying the new conditions 
and problems. We must uphold practice as the sole criterion for assessing 
truth, and always be prepared to revise conclusions, policies, and measures 
that have been proven incorrect by the facts. Next, we must have a profound 
understanding of the major questions of principle put forward by Comrade Hu 
Yaobang at the 12th Party Congress concerning bringing about an all-round 
upsurge in our socialist economy, as well as of the 10 principles for economic 
construction approved by the Fourth Session of the Fifth National People's 
Congress. We must clearly recognize that the major problems concerning the 
rural economic situation at the present time are: continuing to expand and 
perfect the combined production and economic responsibility system with diverse 
forms, to develop socialist commodity production, and to use every method to 
make the peasants richer as quickly as possible. Next, we must have a profound 
understanding of the importance of building socialist spiritual civilization, 
understand the relationships between building spiritual civilization and 
building material civilization, between building socialist democracy and 
strengthening socialist legality, and between emphasizing the division of 
labor between party and government and strengthening the leaderhsip of the 
party. Finally, we must have a profound understanding and earnestly implement 
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the reform of the leading organs and the cadre system, making the cadre ranks 
more revolutionary, younger in average age, better educated, and more 
professionally competent. Comrade Mao Zedong said that an army without culture 
is a stupid army, and a stupid army cannot defeat the enemy. Economic 
construction is no different: if we do not work hard to raise the cultural 

and scientific level of our entire people, it will be impossible, or at 

least very difficult, to fulfill the overall tasks of our party in the new 
historical period: step by step modernizing our industry, agriculture, national 
defense, and science and technology, and building a socialist country with a 
high level of culture and democracy. With the guidance of the spirit of the 
l2th National Party Congress, and the enthusiasm generated by the new consti- 
tution approved by the Pifth National People’s Congress, let us arouse our 
spirits, work hard, and struggle hard to realize the overall tasks set forth 


by the 12th National Party Congress. 
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FINANCE AND BANKING 


IMPROVEMENTS SEEN IN RURAL BANKING WORK 


Beijing JINGJI RIBAO in Chinese 9 Feb 83 p 2 


[Article: “A New Situation of Prosperity in Both Deposit and Loan Appeared 
in the Agricultural Banks Throughout the Country™] 


[Text] Since the 3d Plenary Session of the llth Party Central Committee, 
and with the development of the rural economy, rural banking work has 
undergone tremendous changes and a new situation of prosperity in both 
deposit and loan has appeared. 


Statistics of the China Agricultural Bank showed that by the end of 1982, 
compared to the end of 1978, the total deposits in the rural areas increased 
from 25.16 billion yuan to 62.65 billion yuan, which showed an increase of 

2.5 times. The total loans increased from 41.96 billion yuan to 73.76 billion 
yuan, which showed an increase of 74.8 percent. The yearly progressive loans 
increased from 164.5 billion yuan to 296.8 billion yuan, an increase of 

80 percent. Incomolete statistics in 1982 showed that there were over 

80 million accounts opened in the agricultural banks by the rural units and 
that there were over 1.5 billion businesses handled by the agricultural banks. 


In order to meet the needs of implementing the system of joint production 
and contract responsibility in the rural areas, in recent years, the rural 
banking departments have loosened their policy and liberated their thinking, 
and reoriented the credit business from dealing primarily with communes, 
production brigades and collectives to dealing primarily with tens of 
aillions of contracting units, key units and professional units. In the 
past, the agricultural bank and the credit cooperative served mainly the 

6 afllion production teams. Now, they are serving the 170 miliion 
agricultural households. 
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FINANCE AND BANKING 


OFFICIAL EXPLAINS STATE TREASURY BONDS 
HKO70726 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 6 Apr 83 


[Report: “Responsible Person of Provincial Leadership Group for Selling State 
Treasury Bonds Answers Station Reporter's Questions on the Issuance of 1983 
Bonds” |] 


[Text] Question: Since the financial situation of our country has obviously 
improved, why is it still necessary to issue state treasury bonds this year? 


Answer: According to the cacision made by the 12th party congress and the spirit 
of the 4th session of the Sth NPC, in order to vigorously develop China's economy, 
it is imperative to speed ur construction of key projects in the energy and trans- 
port fields and further develop agriculture and educational, scientific and 
cultural undertakings. All this calls for a huge amount of construction funds. 

In the previous 2 years, the issuing of state treasury bonds indeed had a marked 
effect on developing the national economy and balancing state finance. The 
issuance of state treasury bonds is not an expedient for overcoming some ten- 
porary financial difficulties; rather, it is an important measure for raising 
construction funds during a certain period. The state council has decided that 
state treasury bonds will continue to be issued this year. This not only repre- 
sents an economic task, but is also a political task. 


Question: How are the targets for subscribing state treasury bonds in 1983 
assigned? Are there any differences between this issuance and those in the 


previous 2 years? 


Answer: The total amount of state treasury bonds to be issued this year is the 
same as that of last year. Bonds valued at 4 billion yuan are to be sold through- 
out the country. However, selling targets for units and individuals have been 
adjusted to a small degree with an amount of 200 million yuan being moved from 
the target for units to that for individuals. The subscription target for our 
province remains at the same level as last year's with a total amount of 210 
million yuan. But the target for units is a bit reduced and the target for 
individuals is a bit increased. The main reasons for this adjustment are based 
on the following facts: On the one hand, in 1983 the state has decided to col- 
lect construction funds for key energy and transport projects from units; hence, 
the target for selling state treasury bonds to units is appropriately reduced. 
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On the other hand, with the increase in employment among the urban population 
and tre increase in workers’ wages, the total amount of wages has increased; 
with the implementation of the party's rural economic policies and the rapid 
development of agricultural and sideline production, peasants’ incomes have 
also markedly grown; therefore, it is possible to raise the target for selling 
State treasury bonds to both urban and rural residents. 


Question: Will the increase in the target for selling state treasury bonds to 
urban and rural residents affect their livelihood? 


Answer: This will not affect their livelihood. This is because the absolute 
amount of this increase is rather small although the state has planned to sell 
more bonds to individuals. By analyzing our province's target for selling bonds 
to individuals, we find that the amount of bonds planned for sale to urban 
workers accounts for only 2.7 percent of their total wages. The amount planned 
for sale to peasants is also very small. Then, we may look at the situation 

in people's savings. According to statistics by the end of 1982, the total 
amount of savings increased by 29 percent over the previous year. This shows 
that when working out targets for selling state treasury bonds to individuals, 
the state has taken into account the bearing capacity of the people. So long 
as we insist on the principle of voluntary purchase and acting according to 
one’s ability, the livelihood of urban and rural people will not be affected. 


CSO: 4006/416 
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FINANCE AND BANKINC 


HEBEI RADIO CALLS FOR BETTER TAX WORK 


HKO71017 Shijiazhuang Hebei Provincial Service in Mandarin 0400 GMT 30 Mar 83 


[Station commentary: “Deepening Understanding, Strengthening Tax Work"] 


{Excerpts} In recent years, tax income in cur province has increased steadily. 
In some enterprises, however, the phenomena of evading tax payment still exists. 
Another serious problem is that some enterprises tend to default on tax payment. 
The main reason for these problems lies in the fact that some comrades, and 
particularly some leading cadres, fail to fully understand the position and 

role of socialist caxes and fail to pay due attention to tax work. In some 
enterprises, cadres even set the payment of taxes according to regulations 
against the development of production and the enlivening of the economy. This 


is an extremely erroneous viewpoint. 


Taxation plays an important role in regulating production, circulation, distri- 
bution and consumption. Through its tax policies, the state can maintain its 
financial balance and secure its steady financial income, and thus it can promote 


the healthy development of the national economy. 


At present, tax income accounts for over 70 percent of the province's financial 
income, the percentage in prefectures and counties must be even greater. Some 
counties, which have done a good job, can collect over 1 million yuan of scattered 
taxes; others, which have not yet done a good job, can only collect tens of 
thousands of yuan. Many facts have shown that different results may be brought 
about when leaderships pay different degrees of attention to tax work. Leader- 
ships at all levels should place tax work on their agenda and treat it as an 
important field. They must frequently study the situation and inspect the work, 
organize relevant departments to cooper with and support the tax department 

and strive to create a new situation province's tax work. 


CSO: 4006/416 
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FINANCE AND BANKING 


HEBEI PROVINCE HOLDS TAX WORK CONFERENCE 


HKO71011 Shijiazhuang Hebei Provincial Service in Mandarin 0400 GMT 30 Mar 83 


[Summary] The Hebei Provincial Government held a tax work conference 24-29 March, 
calling on localities to strengthen tax work and make new contributions to the 
fundamental improvement of the finaicial situation. 


it is disclosed from the meeting that “tax income last year in our province 
increased by 230 million yuan and more over the previous year; income from 
industrial and commercial taxes continued to steadily increase in the first 2 
months of this year; tax income at the present stage accounts for over 70 percent 


of the total provincial financial income.” 


The conference summed up experience in the province's tax work and worked out 
measures for increasing tax income. It stressed the important role of tax in- 
come in economic development and that the most effective way to increase tax 
income is to promote production development. The provincial ,overnment called 
for tax departments at various levels to overfulfill their targets this year. 


Tax collectors were required to enhance their capability, and the tax management 
System and regulations were required to be perfected. Loopholes for evading 
taxes must be closed. Economic sanctions and disciplinary actions should be 
taken against those units which are involved in serious cases. All units are 
required to pay due taxes according to law. Governments must support tax de- 


partments in implementing tax law. 


During the conference, provincial deputy governors Guo Zhi and Hong Yi delivered 
speeches. Those attending the conference studied the provincial government's 
decision on strengthening tax work and other documents. The provincial govern- 
ment also gave certificates of merit to progressive units in the tax departments. 


CSO: 4006/416 
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MINERAL RESOURCES 


PRC SETS UP NONFERROUS METALS CORPORATION 
OW060949 Beijing Xinhua Domestic Service in Chinese 1320 GMT 4 Apr 83 
{By RENM.YN RIBAO reporter Dong Huanlian and XINHUA reporter Zhu Youdi! 


[Text] Beijing, 4 Apr (XINHUA)--The China Nonferrous Metals Industrial Corpora- 
tion was set up in Beijing on 4 April. 


Nonferrous metals are the basic materials and important strategic supplies in 
the development of the national economy, national defense industries and science 
and technology. China has sich nonferrous metal resources and a good variety 

of such metals. The reserves of seven kinds of nonferrous metals in China 
including tungsten, tin and rare earth metals are top in the world, while China's 
reserves of lead and four other nonferrous metals rank only second in the world. 
Now China has set up more than 800 units, undertakings and enterprises and 
employed more than one million workers in the field of nonferrous metals. In 
the past, the system of decentralized management has affected the development 

of the nonferrous metals industry. In order to change this situation, the 

State Council has decided to establish the China Nonferrous Metals [néustrial 


Corporation under a unified management. 


Fang Yi, State Councillor; Yuan Baohua and #« Yi, vice ministers of the State 
Economic Commission; and Li Dongye, Minister of Metallurgical Industry, attended 
and addressed today's meeting for the founding of the corporation. 


In his speech, Comrade Fang Yi pointed out: To establish the Nonferrous Metals 
Industrial Corporation is an important measure of reform adopted by the central 
authorities. The corporation must become a genuine economic entity aimed at 
linking production with marketing, industry with trading, domestic sale with 
export and production with scientific research; and at exercising unified manage- 
ment over personnel and financial affairs as well as material supplies. Fang 
Yi said: To pay attention to mining is the foundation and the focal point in 
developing the nonferrous metal industry. Our top priority task is to maintain 
continuous production in existing mines and, at the same time, build some large, 
high standard, backbone enterprises. Because nonferrous metals are usually 
multimineral intergrowth, it is necessary to firmly implement the important 
policy of diversified utilization, further strengthen scientific research and 
actively apply advanced technology. He called on the statf members and workers 
of the various nonferrous metals departments to work harder with one heart and 
one mind, and strive to build a nonferrous metals industrial system suited to 


China's own special features. 
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The China Nonferrous Metals Industry Corporation is an economic entity with 
independent business accounting. With Qiu Chunfu as the head of its board of 


directors and Fei Ziwen as its general manager, the corporation is held eco- 
nomically responsible to the state. 
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INDUSTRY 


PRICE ADJUSTMENT OF TEXTILE PRODUCTS DISCUSSED 
Beijing BEIJING RIBAO in Chinese 19 Jan 83 pp 1, 4 


[Article: "Responsible Comrade in the Beijing Municipal People's 
Government Replies to Reporter's Questions on Price Adjustments of 
Textile Products in Beijing”] 


[Text] Decision has been made by the Party Centrai Committee and the 
State Council to adjust the prices of textile products throughout the 
nation as of 20 January, 1983. In answering the reporter's questions on 
the subject, the responsible comrade in the Beijing Municipal People's 
Government gave the following answers: 


Question: Please tell us the meaning and the purpose of the adjustment 
of the prices of textile products. 


Answer: The adjustment of prices of textile products represents a major 
policy measure which stands to benefit the nation and the people. An 
important event which affects the economic life of the people throughout 
the nation, it was decided on by the Party Central Committee and the State 
Council following a lengthy period of comprehensive study. The meaning 
and the purpose of this measure had already been clarified by the Party 
Central Committee and the State Council at the time the decision was made. 
The “publicity outline” issued by the Party Propaganda Department and the 
State Commodity Prices Bureau has enlarged in great detail on the meaning 
and the purpose of adjusting the prices of textile products. It is hoped 
that everybody will seriously study the outline and come to a clear 
understanding of its meaning. 


Question: Please discuss the situation in Beijing following the decision 
made by the Party Central Committee and the State Council to greatly 
reduce the prices of synthetic textiles and to increase to a reasonable 
degree the prices of cotton textiles. 


Answer: Let me first discuss the reduction of prices. In the adjustment 
of the prices of textile products, there is a significant reduction in the 
prices of synthetic fabrics. The retail price of washable cotton fabrics 
has been reduced by an average of 28 percent in the major production areas 
of the nation, or an average of 1.2 yuan for each meter. Following the 











reduction of prices throughout the nation in November, 1961, the prices 

of certain washable cotton fabrics produced in Beijing were further reduced 
by 15 percent in April, 1982. Thus, the price of a meter of washable 
cotton fabric produced in Beijing has been reduced by an average of 1.07 
yuan, or an average of 26 percent. The following is a list of major 
sample varieties the prices of which have been reduced: 


Fine washable cotton cloth, the original retail price of which was 3.69 yuan 
per meter, has now been reduced to 2.36 yuan; washable cotton populin, the 
original retail price of which was 4.45 yuan per meter, has now been 

reduced to 3.45 yuan; washable khaki, the original retail price of which 

was 6 yuan per meter, has now been reduced to 4.71 yuan; washable khaki 
costs for men, the original selling price of which was 17.90 yuan, has now 
been reduced to 14.40 yuan; washable khaki pants, the original selling 

price of which was 14.30 yuan, has now been reduced to 11.40 yuan; medium- 
length synthetic cloth, the original retail price of which was 5.60 yuan 

per meter, has now beer reduced to 3.91 yuan; woolen polyester fabric the 
original selling price of which was 16.80 yuan per meter, has now been 
reduced to 16 yuan; three-ply gabardine, the original selling price of 

which was 16.80 vuan per meter, has now been reduced to 15.50 yuan; elastic 
silk socks for men, the original selling price of which was 1.90 yuan a pair, 
have now been reduced to 1.48 yuan. 


Simultaneous with the adjustment of prices for textile products, the nation 
has also reduced the prices of certain light industrial and electronic 
products. Locally produced 20-inch color television sets, the original 
retail price of which was 2,000 yuan, have now been reduced to 1,700 yuan; 
domestically produced 14-inch color television sets, the original retail 
price of which was 1,200 yuan, have now been reduced to 998 yuan; 20-jewel 
Shuangling Brand watches, the original retail price of which was 85 yuan, 
have now been reduced to 75 yuan; Bailan Brand 3-cycle washing machines, 
the original retail price of which was 210 yuan, have now been reduced to 
199 yuan; rubber shoes, the original retail price of which was 4.40 yuan 
a pair, have now been reduced to 4.10 yuan. 


Let me now discuss the price increases of textile products in the city. 
Regarding price increases in the major production areas of the nation, 

the price of cotton cloth has on the average been increased by 10 cents 

per 1/3 meter, or about 20 percent over the original price. The thickness 
of cotton textiles varies a great deal. Knitted cotton fabrics are of 

many varieties and specifications. Due to the different quantities of yarn 
used for different fabrics, there is no uniformity in the rate of price 
increases. Because the variety and the quality of cotton textiles produced 
in the city are different from those produced in other areas and in the 
absence of uniformity in the prices of cotton textiles in the various 
areas, the increase in the prices of cotton textiles produced in the city 
differs from those in other areas. Furthermore, in order to meet market 
needs, the increase in the prices of products which are sold at cost or 

at a loss is slightly higher than those of other products so that, by making 
a slight profit or by reduci:g their loss, the enterprises may proceed with 








their normal production. The price of cotton textiles produced in the city 
has been raised by an average of 21.5 percent. On the average, the price 

of 1/3 meter of cotton cloth has been increased by 9.96 cents. For example, 
the price of white cotton cloth, the original retail price of which was 

20,8 cents, has been raised to 30.6 cents; blue khaki cloth, the original 
selling price of which was 80.1 cents per 1/3 meter, has now been increased 
to 90.2 cents; cotton poplin, the original selling price of which was 

40.8 cents per 1/3 meter, has now been raised to 60 cents; cotton suits 

for women, the original selling price of which was 60.1 cents per 1/3 meter, 
have now been raised to 70.60 cents; 90-centimeter round collar T-shirts, 
the original selling price of which was 1.52 yuan, have now been raised 

to 1.82 yuan; 90-centimeter zippered wollen vests for men, the original 
selling price of which was 6.1 yuan, are now priced at 7.2 yuan; white 
towels, the original selling price of which was 70 cents, are now sold 

at 80.8 cents; 5.5" by 7° bed sheets with colored stripes, the original 
selling price of whichwas 9.5 yuan, have now been raised to 11 yuan; 

cotton socks for children, the original selling price of which was 30.3 
cents per pair, have now been raised to 50 cents. 


Question: Have the prices of all pure cotton products or products using 
cotton yarn and cotton cloth as raw materials been raised? 


Answer: No. The prices for corduroy velveteen and coarse cotton have not 
been affected by price changes in textile products. Prices have not been 
changed for products using a small quantity of cotton yarn and cotton 
fabrics as raw materials if their production cost is not seriously 
affected by price increases in cotton yarn and cotton fabrics. 


In regards to price changes in textile products and certain light industrial 
and electronic products made in other areas, the city will make suitable 
adjustments in accordance with the decisions made by the production areas. 


Question: What effects will the adjustment of the prices of textile 
products have on the industrial and commercial enterprises and the consumers 


in the city? 


Answer: So far as the effect on the textile industry in the city is 
concerned, the increase in the prices of textile products has increased 
their production value by 67 million yuan, while the decrease in the prices 
of synthetic textiles has reduced their production value by 150 million 
yuan. Offsetting the increases by the decreases, the production value 

has been reduced by over 80 million yuan, profits have been reduced by 

70 million yuan and revenues paid to the state have been reduced by 20 
million yuan. In regards to the effect which the adjustment of the prices 
of textile products has on state-operated commercial enterprises on the 
basis of the total amount of sales, the increase in the prices of cotton 
textile has increased their value by 75 million yuan, while the decrease 

in the prices of synthetic textiles has reduced their value by 75 million 
yuan. After offsetting the increases by the decreases, the income of 
state-operated commercial enterprises has been reduced by 6.8 million yuan. 
In regards to the stock in hand, the increase in the prices of cotton 











textiles has increased their value by 12 million yuan, while the decrease 
in the prices of synthetic textiles has reduced their value by 54 million 
yuan. After offsetting the increases by the decreases, the value of cotton 
and synthetic textiles has been reduced by over 70 million yuan. On a 
long-term basis, however, the reasonable adjustment of prices will serve 

to open up the market for synthetic textiles and will prove to be of benefit 
to industrial production, commercial operations and the national treasury. 


Taking the nation as a whole, the total loss represented by price reductions 
for synthetic textiles is more or less offset by price increases for cotton 
textiles, sc that the livelihood of the majority of the masses has not 

been seriously affected. The total amount of price reductions for synthetic 
textiles and certain light industrial and electronic products in the city 
exceeds the total amount of price increases for cotton textiles by over 

20 million yuan. In the last few years, vast changes have taken place in 
the makeup of clothing purchases by the masses in the city. In 1972, 
cotton clothing accounted for 62.7 percent of the textile consumption, 
while synthetic clothing accounted for 37.3 percent of the synthetic and 
cotton clothings sold. In 1982, the ratio of cotton clothing dropped to 
42.2 percent, while that of synthetic clothing rose to 57.8 percent. Since 
synthetic textiles are responsible for a large share of clothing purchases 
by the people, the majority of the masses stand to benefit from the 
ujjustment of prices for textile products. Naturally, the adjustment of 
prices does not have a uniform effect on everybody. Judging by the trend 
of developments from now on, more andmore people can be expected to buy 
more and more synthetic textiles as their standard of living continues to 
improve, so that the adjustment of prices for textile products will have 

a beneficial effect in both the city and the rural areas. For this reason, 
ihe upward and downward adjustment of prices of textile products is 
basically to the long-term benefit of the people. It should also be noted 
that synthetic textiles, being more sturdy, durable and attractive, are 
more economical and practical than cotton textiles. 


Question: How are we going to achieve a basic stability of commodity 


prices? 


Answer: The maintenance of a basic stability of commodity prices has 
always been a policy of the party and the government. During the period 

of adjustment of the prices of textile products, other than cotton textiles 
the prices of which have been reasonably adjusted, no increases are to be 
permitted for commodities the prices of which have been set by the state. 
In accordance with the spirit of the notification issued by the Party 
Central Committee and the State Council, the municipal government has made 
it clear to the units concerned not to take advantage of the adjustment 

of the prices of textile products to widen the scope of products other 

than those the prices of which have been adjusted upward. Violators are 

to be held responsible and are to be severely dealt with according to the 
seriousness of the circumstances. The concerned departments must take it 
upon themselves to abide by and to implement the "Provisional Regulations 
for the Control of Commodity Prices" issued by the State Council, to 
strengthen the checking of commodity prices, to exercise better control 

and supervision and to launch a general inspection of commodity prices prior 
to the Spring Festival to ensure the basic stability of commodity prices. 








it should be understood that the maintenance of the basic stability of 
commodity prices does not mean the freezing of all commodity prices at 

a fixed level. From the long-term point of view, the development of 
production is a continuous process and changes are bound to occur in the 
cost and in the supply and demand of various products. While serious 
effort should be made to maintain the basic overall stability of commodity 
prices, it is natural that there should be a certain increase in the prices 
of some commodities and a certain decrease in the prices of others. 
Otherwise, the supply of certain commodities which bring little profit 

or which are sold at a loss will not be sufficient to meet the needs of 
themasses, while those commodities which are sold at high prices and high 
profits will be produced in a blind and wasteful manner in terms of 
financial resources and manpower. That is the natural outcome of the 
objective economic law, an outcome which should be well understood by 

the broad masses from their practical experience. Of course, in the 
adjustment of prices, consideration should be given to special circumstances. 
Great consideration has always been given to price adjustments, particularly 
those for the daily necessities of the people. 
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INDUSTRY 


SHANDONG'S METALLURGICAL INDUSTRY MAKES STEADY RECOVERY 


Jinan DAZHONG RIBAO in Chinese 22 Jan 83 p 1 


[Article by Xin Jinglong [0207 2529 7129], Lu Zongchen [0712 1350 6591) 
and Liu Fuji [0491 4395 1015}: "“Shandong’s Metallurgical Industry Makes 
Steady and Satisfactory Recovery”) 


[Text] By vigorously implementing the party's readjustment policy, the 
metallurgical industry in Shandong has made a steady and gratifying 
recovery in steel production in 1982. Despite a reduction in the supply 
of energy resources, a shortage of transportation and an inadequate supply 
of water, the production of such major metallurgical products as steel, 
pig iron and steel products by the key metallurgical industries in the 
province exceeded the quota set by the production plan for the year and 
realized a profit of over 120 million yuan, or over 37 percent of the 
comparable figure for 191. 


Adjusting the direction of service, altering the structure of products and 
increasing the production of items in short supply. The metallurgical 
industry, long accustomed to playing the "leadership" role, had been 
obsessed with its own importance in dealing with its problems and in going 
about its business, paying scant attention to satisfying the needs of 
society and rendering service to the consumers. In seeking to implement 
the readjustment policy, the metallurgical industry has shifted its 
emphasis from rendering service to itself to rendering service to the 
consumers. In response to the needs of agriculture, the light industries 
and civilian construction projects, the metallurgical industry has organized 
the structure of its products by greatly increasing the production of such 
items as sheet steel, strip steel and wire rods which were in short supply. 
In 1982, the production of sheet steel increased by 22,000 tons, or almost 
twice the amount in 1979; the production of strip steel increased by 39,000 
tons, or four and a half times that in 1979, and the production of wire 
rods increased by 13,000 tons compared to 1979. The metallurgical industry 
has also produced over 10,000 tons of small flat steel and welded steel 
tubes used for making back racks for bicycles. The ratio of several steel 
products in short supply among the steel products has increased from 26 to 


over 37 percent. 
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Emphasis on improving the quality of products. In the past, when steel 
products were being sold at a fast pace, some enterprises were in such a 
hurry to produce that “they had no time to wash away the mud in their haste 
to pick the radishes.” The feeling on the part of the consumers was that 
“the products, although wmreliable, are nevertheless essential, and it 
doesn't pay to create any fuss." During the process of readjustment, the 
various metallurgical industries, chastened by the lessons learned from 
past experience, greatly improved the quality of their products by putting 
their emphasis on quality and by directing their attention to the basic 
work of exercising quality control, organizing key task teams and tackling 
the technical problem of improving the quality of their products. Of the 
20 products whose quality index was checked by the province in 1982, 12 
were found to have surpassed the highest standard in history. Twenty-two 
metallurgical products were judged to be of superior quality in the 
province and in the metallurgical departments. Concentrated iron power 
produced by the Jinling Iron Mine was awarded a first prize, while the 
gallium produced by the Shandong Aluminum Plant was awarded a second prize 


by the state. 


The adoption of every conceivable means to conserve energy consumption 

while seeking to increase production. The metallurgical industry is a 
conspicuous consumer of energy. There is much that can be done by the 
industry, plagued by high energy consumption and wastage in the past, to 
reduce its use. During the period of readjustment, the various metallurgical 
enterprises, faced with reduced energy supplies, were still able to make 
significant gains by strengthening the basic work of energy control, 

putting in order the installation of cmergy conservation equipment such 

as instruments for registering energy consumption, strengthening the 

control of the production quota, achieving a balanced production, exploiting 
to the full the equipment’s potential and by reducing the consumption of 
energy. In the first 11 months in 1982 alone, the metallurgical industries 
in the province saved an amount of coal, coke, electricity and oil 
equivalent to 86,900 tons of standard coal. Although the supply of coking 
coal was reduced by 77,000 tons in 1982, the metallurgical industries 

were able to increase steel production by 13,000 tons of steel and 35,000 
tons of pig iron while reducing the amount of energy consumption. 
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BRIEFS 


ROLLING MILL MACHINE TOOLS--Kunming, 19 Mar (XINHUA)--China has for the first 
time produced 2 high precision machine tools for machining rollers for the 1./7- 
meter rolling mill imported from Japan. Thw two machine tools have been in- 
stalled at the Wuhan Iron and Steel Company, one of China's major steel com- 
plexes, in order to produce replacement parts for the 1.7-meter rolliag mill. 
The 1.7-meter rolling mill each year consumes 60 to 100 rollers with very 
special specifications. The gears at both ends are especially exacting in 
technical requirements. No factories could produce such rollers before and 
China had to buy them from Japan. The Yunnan machine tools plant took over 
the tria-production of the rollers and processing machine tools over a year 
ago. Last year, the plant produced a milling machine and a grinding machine, 
both equipped with advanced instruments and meters, such as synchronous sen- 
sors and grating digital display devices. The precision of the rollers pro- 
cessed reaches 5 microns. [Text] [Beijing XINHUA in English 0823 GMT 


19 Mar 83 OW] 


ADVANCED COAL MINES--Beijing, 5 Mar (XINHUA)--Twelve coal mines have been 
named winners of the championship cup in the 1982 Inter-Mine Emulation Drive 
the Ministry of Coal Industry announced. All were conferred with the title 
“National Advanced Coal Mine." They include Kailuan's Jinggezhuang mine, 
Shigejie mine of the Lu'an coal mines, the Haizhou open cast coal mine in 
Fuxin and the Qishan coal mine in Xuzhou. The emulation campaign, which 
started early last year, stimulated the initiative of the miners and technici- 
ans, the ministry said. In the first half of 1982, 40 mining and tunnelling 
teams advanced into the ranks of graded teams, and more than 300 miners met 
the standards for the designation “crack worker." As a result, coal output 
of the year was the best ever. Mining at the Wangzhuang and Shigejie mines 
was completely mechanized and the degree of mechanizetion in other advanced 
mines has also reachec over 90 percent. [Text] [Beijing XINHUA in English 


0755 GMT 5 Mar 83 OW) 


REFINERIES ENERGY CONSUMPTION CUT--Beijing, 20 Feb (XINHUA)--China's oil re- 
fineries have saved the energy equivalent of 4.51 million tons of crude oil 
over the past 4 years, as a result of management improvement and technical 
upgrading, according to the Ministry of Petroleum Industry. The amount is 
equal to the 1982 annual ofl output in the Karamay oilfield—one of China's 
Old oilfields in the northwest. Gasoline, napthwest. Gasoline, naphtha and 
other petroleum by-products made from the oil conserved yielded an extra 
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profit of 1.3 billion yuan, the ministry added. China began to streamline 
tts ofl refineries in 1979. To date, a total of 61 sets of main equipment 
and systems of auxiliary facilities have been upgraded by the industry, 
sharply reducing ofl leakage and gas flaring. Technical transformation has 
cut down every consumption significantly, the ministry noted. The improved 
operation on heating furnaces alone saves a total of 100,000 tons of crude oil 
every year. Technical advancement in the oil industry has enabled China to 
refine 1 ton of crude of] with a consumption of only 80 kilograms of fuel oil, 
approximately 3/4 the ratio in 1978. This is close to the energy consumption 
level achieved in the United States in 1981. [Text] [0W230925 Beijing 
XINHUA in English 0716 GMT 20 Mar 83] 


HENAN PLASTIC SHEET PRODUCTION--Plastics industry enterprises in Henan Pro- 
vince have done well in production of plastic sheets to support spring fare- 
ing. At present, 5,600 tons of plastic sheets can be put on the market, an 
increase of 830 percent over the corresponding period last year. These plastic 
sheets can cover 800,000 mu of fields and facilitate the cultivation of the 
seedlings of cotton, peanuts, tobacco, cucurbit and vegetables. Making use 
of plastic sheets to cover farm crops to cultivate them is a new technique 
imported from abroad. It can raise temperatures, maintain soil moisture, 
prevent loss of secil nutrients, improve soil structure, mitigate plant di- 
seases and insect pests, control weeds and promote the growth of farm crops. 
It can also ensure early maturing, high yield, fine quality and increased 
production. In general, production can increase by about 30 percent as a 
result of the application of this new technique. [HK301500 Zhengzhou Henan 


Provincial Service in Mandarin 1100 GMT 21 Mar 83) 


XINJLANG CHEMICAL PLANTS--Since the beginning of last year, chemical indus- 
trial enterprises in Xinjiang region have implemented the economic responsi- 
bility system and achieved remarkable economic results. Six of the 12 produc- 
tion enterprises directly under the regional chemical industrial bureau 

have increased their income and 3 have reduced losses. The Qiquanhu chemical 
plant in Turpan Prefecture and the Urumgi City oil chemical plant have each 
submitted a profit of over 1 million yuan to the state. The percapita labor 
productivity of three chemical industrial enterprises including Xinjiang rub- 
ber plant, exceeds 10,000 yuan and even reaches 27,000 yuan. The region recent- 
ly held a conference on chemical industrial work, which decided that this year, 
more chemical industrial enterprises will implement the system of contracted 
responsibilities for business and constantly raise economic results. [Urumqi 
Xinjiang Regional Service in Mandarin 1300 GMT 29 Mar 83) 


HUNAN RURAL ENTERPRISES GROW--Commune and brigade enterprises in the province 
have been developing steadily since they were freed from the fetters of leftism. 
In 1982, the total income of these enterprises amounted to 3.5 billion yuan. 

in January and February this year these enterprises continued to grow and their 
total income and total output value increased by 14 and 3 percent, respectively, 
over the same period last year. This is because the guiding though on running 
these enterprises has been corrected, their economic structure has been improved, 
diverse forms of the economic responsibility system have been popularized and 
perfected and the purchasing and marketing network of these enterprises has been 
set up. [Text] [HK061537 Changsha Hunan Provincial Service in Mandarin 1100 


GMT 4 Apr 83 HK] 
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CONSTRUCT ION 


HOUSING CONSTRUCTION TREND IN CITIES, TOWNS DESCRIBED 
Beijing JINGJI RIBAO in Chinese 12 Jan 83 p 1 


[Article by Zhu Jianzhong [2612 1696 0022]: “Trend Toward Grandiose Projects 
in Housing Construction in Cities and Towns”) 


[Text] The prevailing trend in housing construction in the cities and towns 
has been described by the concerned authorities as one of going for high- 

cost and grandiose projects. The tendency to increase the cost of construc- 
tion and to expand the construction area has made it difficult for the nation's 
limited investment funds to yield higher benefits and for the speedy easing 


of the housing shortage situation. 


The party and the state have in recent years placed great emphasis on the 
solution of the housing shortage problem. The ratio of investments made by 
the state for housing construction as well as investments in housing construc- 
tion in the rural areas in proportion to the gross national product is equal 
to or slightly higher than that of the developed countries. In the last 4 
years, the state has invested 38.89 billion yuan in housing construction in 
the cities and towns covering 270 million square meters, or more than half 

the construction area in the 29 years since the establishment of the Republic. 
Due to the increase in the population and the mounting debts run up by hous- 
ing construction, however, the need still exceeds the supply so that 35 per- 
cent of the residents in the cities and towns are still in need of housing. 
Within the next 20 years, 500 million people will have reached the marriageable 
age and will be in need of housing. Under such circumstances, the limited 
funds should be used for housing construction on the small (small size homes), 
low (low cost of construction) and more (more housing construction) principle, 
a principle which has not been adhered to in actual fact. In the early 1970's, 
it was stipulated by the state that the area of eacn housing unit should be 
between 34 and W% square meters. In the last 2 years, however, the average 
area of housing units for the entire nation has been in excess of 50 square 
meters. In some provinces and cities, the area has been as large as 120 

to 150 square meters. While the average amount of investment for each 

square meter was 88 yuan in 1977, it rose to as high as 139 yuan in 19861, 

or 57.2 percent higher than the 1977 figure. The trend to continue to raise 
the standard of construction has resulted in a reduction in the construction 


of housing unit. 








Furthermore, the problem of housing shortage has been aggravated by the 
defects in the housing allocation and rental policy and by the practice on the 
part of leadership cadres in certain units of certain localities to occupy 
more and better housing than they are entitled to. 


The proposal has been made by the concerned authorities that housing construc- 
tion regulations setting forth standards and costs should be formulated as 
soon as possible and that violators should be held legally accountable. In 
making up the budget for housing construction for the year, the planning 
departments should see to it that the target for the number of construction 
units should be met. They should also assume responsibility for supervision 
and inspection. A reasonable housing standard should be set for the space 
allotted to each occupant. The normal rent should be charged for housing 
within this standard, while negotiated rents should be charged for housing 
of a higher standard. The funds generated by negotiated rents and returned 
to the banks should be used for new housing construction. 
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WANG ENMAO AI RALLY ON PRICE WORK 


HKO0410466 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 31 Mar 83 


[Excerpts] The rally held by the regional people's government to commend 
advanced collectives and advanced workers in commodity price work lasted 4 

days and concluded in Urumqi City this afternoon. Some 100 representatives 
attended the commendatory rally. At the rally, the representatives seriously 
summed up and exchanged their experiences and discussed the new tasks of future 
commodity price work. Nine representatives of advanced collectives and advanced 


individuals introduced their experiences in doing commodity price work. 


Leading comrades of the regional party and government, including Wang Enmao, 
Ismail Amat and Qi Guo, attended the closing ceremony. 


The rally adopted a written proposal to all commodity price workers throughout 
Xinjiang. 


Amid music and warm applause, the rally awarded silk banners, citations and 
prizes to 43 advanced collectives and 6] advanced individuals, respectively. 
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DOMESTIC TRADE 


GUANGDONG RELAXES COMMODITY SALES POLICY 
HK061532 Guangzhou Guangdong Provincial Service in Cantonese 1100 GMT 5 Apr 83 


[Summary] With a view to further promoting the circulation of commodities and 
the development of commodity production, the Guangdong Provincial People's 
Government today issued a circular on formulating a new regulation on relaxing 
the policy on the purchase and sale of agricultural and sideline products. 


The new regulation is: "The state continues to implement the policy on monopoly 
purchase and assigned purchase of important products which concern the national 
economy and the people's livelihood and of products for the protection of natural 
resources. After the quotas for monopoly purciase and assigned purchase of the 
three categories of products are fulfilled, the province can implement the policy 
on negotiated purchase and negotiated sale. The present 36 kinds of the first 
and second categories of products for ronopoly purchase and assigned purchase 

in our province will be readjusted to 21 kinds. The 15 kinds which originally 
belonged to the second category of products--bananas, litchi, pineapples, 
tangerines, pears, grapes, [words indistinct], pomelos and Chinese medicinal 
herbs, such as guidium officiuale, honeysuckle, campanumaea pilosula, gynura 
pinnatifida [words indistinct] and amomum amarum--will be regarded as the third 
category of products. Those which remain as the first category for monopoly 
purchase are three kinds--grain, edible oil, timber. Those remaining as the 
second category for assigned purchase total 18 kinds--sugarcane, live pigs, 
aquatic products, cattle hide, jute, bluish dogbane [words indistinct] cocoons, 
tea, rezin including turpentine, cinnamon [words indistinct] Chinese medicinal 
herbs, such as inferior cardamon [words indistinct] the dried rhizome of 
rehmannia, tuckahoe and yami and pepper produced in the main production areas 

in Hainan Island and Gaozhou County." 


The new regulation also provides: “After the state quotas for monopoly purchase 
and assigned purchase of the first and second categories of products and the 
third category of agricultural and sideline produccs are fulfilled, apart from 
timber which is not allowed to go to the market and to be transported for the 
purpose of sales and from mao bamboo, cattlehide, cinnamon and [words indistinct} 
which should be transacted in accordance with the regulations now in force, 
producers, including state farms and livestock farms, commune members’ collec- 
tives and individua! commune members can handle the other products at their 

own discretion.” 
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ROLES OF PLANNING, MARKETS IN PRICE REGULATION DISCUSSED 


Beijing JIAGE LILUN YU SHIJIAN [THEORY AND PRACTICE OF PRICING) 
in Chinese No 1, 29 Jan 83 pp 5-8 


(Article by Liu Znhuofu [0491 0587 3940): "Commodity Pricing 
Snould Follow the Principle of the Planned Economy Being Para- 
mount With Market Regulation Being Supplementary" ] 


(Text) Comrade Hu Yaobang noted in his report to the i2th Chinese 
communist Party Congress that "China practices a planned economy 
from a foundation of public ownership. Planned production and 
circulation is the main body of China's national economy. At the 
Same time, in the production and circulation of some products no 
planning is done, the market providing regulation. That is to say 
that on the basis of actual circumstances at different periods, 
and within a definite scope designated by centralized state 
plans, the laws of value spontaneously play a regulatory role. 
This portion is a supplement to planned production and circula- 
tion. It 1s subordinate and secondary, but also necessary and 
beneficial. AS a result of the overall balance of economic plan- 
ning and the auxiliary role of market regulation, the state 
guarantees the proportional coordinated development of the natio- 


nal economy." 


This principle has major significance not only for guiding all 
economic planning, but 18 completely applicable to commodity 
pricing. How should this principle be applied to commodity 


pricing? 


First it is necessary to adhere to overall Lalance in economic 
plans, and adhere to a balance in public revenues, credit, ma- 
terials, and foreign exchange, and to handle well proportional 
relationships between accumulation and consumption, and among 
igriculture, light industry and heavy industry. In this way, it 
Will be easy to achieve planned, equitable readjustment of 
commodity prices, and to effect fundamental stability. At the 
Same time, it is also necessary to enhance planned management of 
prices, setting and policing the planned price for major commodi- 
ties. This is an indispensable part of the country's planned 
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management of tne national economy. Overall balance in national 
economic plans, and realization of plans for all sectors of the 
National economy require application of price levers to effect 
regulation; therefore planned management of prices is necessary, 
and policing must be done well, which means tnat prices must be 
in keeping with requirements of economic laws, and be in keeping 
ditn requirements of correct commodity price programs and poli- 
cles. Without equitable state provisions for prices, planned 
management of the entire national economy will be difficult to 
realize. 


Planned management of prices is an objective requirement of a 
socialist planned economy. In China in particular, with its huge 
population and vast land in which communications are not devel- 
»ped and economic development unbalanced, total laissez-faire 
about commodity prices, and allowing free prices to regulate 
-ommodity production and circulation spontaneously would make it 
impossible to avoid violent fluctuations in prices. This would 
lead to a halt in the reproduction process and the obstruction of 
circulation of goods. Such a situation would place the national 
economy in a turbulent state; the people's livelihood would be 
seriously hurt; and political stability and unity could not be 
assured either. 


Those who advocate institution of a system of free prices offer 
»ne reason, namely they believe that the freeing of prices would 
promptly act on the basis of supply and demand and would, through 
“ne free rise and fall of prices, act to regulate production and 
temand, thereby establishing a new balance. In fact, the balance 
that this spontaneous and blind regulation would achieve would be 
realized at the expense of turbulence and destruction of the 
normal economy, and should not be undertaken. Capitalist socie- 
ties are frequently in just such a situation, and their require- 
ments and those of a socialist planned economy are fundamentally 
incompatible. Therefore, we cannot institute a free price system; 
we can only institute a planned price system. 


State management of prices must be done in accordance with re- 
juirements of economic laws, and planned, prompt readjustment 
‘arried out so as to avoid blindness and maintain healthy de- 
velopment of the national economy. We have not yet made ready 
‘onditions for prompt readjustment of numerous fairly large prob- 
lems that exist in prices; therefore we cannot solve them swift- 
Ly. However, it 18 necessary to inveStigate, study and prepare 
plans for solutions, and once conditions have been prepared, they 
can be put into effect at once. The problems that exist in pri- 
‘ing today are largely not deficiencies that inevitabdly appear in 
planned management per se, but rather are the result of our not 


, > 
nhaving done our work well. In a Socialist system, the state can 
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of present economic circumstances and requirements of 
economic plans, for some time to come price programs 

e basic stability of 
prices. During this period, the prices of major industrial 
icultural products cannot be greatly readjusted. As re- 


tne market price of all categories of commodities, indi- 


>ircumstances must be distinguished, and handling done 

y ¢ Sategory. Prices of life's basic essentials must be 
ned stable, witn the prices of individual items being 

ted, some rising and some falling, but an overall evenness 
red. Fixed quantities of urban non-staple foods should be 
$ at parity, and prices of most consumption goods as well 
for repair services should be maintained stable; a small 
may be reaadjusted upward or downward. Second, the state 
ment price for agricultural products should be substan- 
Stable with individual readjustments and major reorganiza- 
At tne same time the sale price of a small number of the 


ltural means of production should be restructured. Third, 


1S market prices of heavy industrial goods are maintained 
ly stable, individual circumstances should be distinguisn- 
equitable provisions made. Readjustment of the price of 
avy induStrial products would have a bearing only on 
utions of profits within the socialist economy and wo.id 
t market prices. These should be readjusted equitably in a 
step-by-step way. In some cases, the chain reaction on 
prices would be great, so care snou! be exercised. Where 
tment is genuinely required, there must be an overall 
» and prices of related goods arranged well. Fourth, the 
\f small commodities should be gradually liberalized, 
set through consultation between industrial and commercial 
ises, flexible readjustments being made on the basis of 
supply and demand, small profits on high volume turnover, 
ses and falls in prices. 


Yet another import task in the strengthening of planned manage- 








ment of prices is specific arrangements for planned pricing of 
ommodities in accordance with party price programs and policies. 


Prices formulated and approved by the state should reflect 
various economic laws, particularly requirements of the laws of 
value so that formulation and readjustment of prices will nave an 
objective economic basis. Ordinarily we add a reasonable tax and 
profit to average social cost of production under normal produc- 
tion and rational operating conditions to set the price of goods. 
This pricing principle should be adhered to in future. In this 
way the lever role of prices may be brought into play with bene- 
fits for realization of national economic plans. 


Planned prices should benefit economic accounting and benefit 
,ncrease in economic effectiveness. In undertaking production 

and construction, we must seek after economic effectiveness. 
Unless production and construction seek economic effectiveness, 
the economy will be unable to develop. When we build an indus- 
trial plant, the cost of goods once the plant goes into produc- 
tion must be calculated. At very least, costs should be the 
average for the society. If the average for the society cannot be 
attained, the more plants built, the more antiquated they become, 
and the more they are operated, the poorer we become. What future 
is there in that! Our planned prices should serve to limit 
antiquated enterprises in order to give impetus to steady in- 
crease in society's economic effectiveness. 


Nowadays various quarters report quite a few planned prices as 
being inequitable, and this is truly a fairly thorny problem 
existing at the present time. Inequitable prices produce bad 
effects on production, distribution, exchange, and consumption. 
They are bad for the readjustment and restructuring of the natio- 
nal economy. It must be realized, however, that solution to 
these inequitable problems is no easy matter. During the period 
»f national economic readjustment, we are less able to make a 
comprenensive and equitable readjustment; we can only take stock 
of our own strength and act accordingly for gradual solution. 


In order to assure implementation of planned prices, it is neces- 
Sary to intensify regulation and supervision of prices. “Tempora- 
ry Regulations on Price Regulatdion”" has already been formally 
forwarded to lower levels. We should study it diligently, publi- 
cize it widely, and genuinely carry it into effect. The overall 
Spirit of the regulations is an emphasis on the planned economy 
1S paramount, and the need fcr centralized, unified, and strict 
management of price programs, policies, and the prices of major 


commodities. 


A look back at the period immediately foliowing founding of the 


5 


67 








Republi nows very great flexibility in state manage-e 


ment f mmaodity prices. At tnat time, five ec m1 somponents 
-*°xisted. dhile leading an intense anda mplex market strug- 

gle, in its direction of industrial and agricultural opr Jctior 

md commercial activities, the state devoted serious attention to 


the role of sucn economic levers as prices, aS well aS to taxes, 
ima credit. Production developed and marxets flourisned. Once tne 
socialist transformation of agriculture, handicraft industries, 
wnd capitalist industry and commerce was substantially complete, 
in tne management of the country's prices as in management of the 


economy as 2 whole, overall management was extended ever more 
didely and ever more stiflingly. During tne period of tne "Cul- 


‘ural Revolution," tne formerly effective forms of three catego- 
ries of agricultural products and negotiated prices for small 
‘ommodities was abolisned, and country fair trade was choxed off 
aS being the road to capitalism. Country fair prices disappeared 
slong with it, and a high degree of centralized state control of 
prices came about. Cnanges in prices of tens of thousand diffe- 
rent kinds of merchandise in hundreds of thousands or millions of 
specifications, designs, s$312zes, and colors nad to be authorized. 
nterprises had not the slightest right to set prices. Such a 
nignly centralized price management system hurt the rational 
justment of prices, and frequentiy a situation like the 

Owlng one occurred: Once the price was set for merchan-dise 

f certain specification, design, size, and color, no change 
‘ould be made in it right up until such times as merchandise of 
that specification, design, size, and color had become obsolete. 
is was the so-called "life-long price." Despite the passage of 
“ime and cnanged circumstances, prices of numerous goods could 

>t be promptly readjusted, and remained inequitable for long 
eriods of time. For some goods, profits fell or losses were 
incurred, and even though they enjoyed sales, production was cut 
ack or nalted. Profits on Some other goods rose, and even though 
the accumulated in inventory and became a drug on the market, 
tneir production continued to expand. Oversupplies became greater 


ind greater and shortages became greater and greater too. Prices 


no longer acted @s a lever, and they could not play the regula- 
tory role they should have played, or even played an opposite 
role. For a long time, there was no variety in the designs, 


lors, and sizes of goods; goods were out o* stock; quality was 
poor; and prices were raised in disguised ways.This situation 


must be said to have been definitely related to the country's 


nighly centralized price management system. In order to change 
tnis state of affairs, means of restructuring the price manage- 


'-* 


ment system nave been explored in recent years. Except for major 
goods, whicn continue under centralized state pricing, flexible 
and diverse price management methods nave been adopted for other 
goods depending on different circumstances. The situation 1s 


largely as follows: 





1) Allowing Prices of Certain Goods To Fluctuate To a Certain 
Extent. Tnis price form is at once centralized and flexible. It 
both maintains state right to control prices and gives enter- 
prises a certain degree of authority in setting prices. As a 
result prices can move around depending on market supply and 
demand within limits set by the state. This favors a rational 
trend in pricing and helps bring about a certain amount of compe- 
tition among enterprises. Inasmuch as floating prices are formu- 
lated on the basis of plan prices, the extent of floating is set 
Dy government or professional departments responsible for the 
work at all levels; thus, in essence, prices are still within the 
category of planned prices. Floating prices apply to three cate- 
gories of goods at the present stage as follows: For the first 
category, which 18 processed industrial goods that use metal or 
~nemical industry products as raw materials, mostly the highest 
price limit set by the state may be used, enterprises permitted 
to let the price float downward. In some cases, the limit to 
which the price may float downward is set. Products to which this 
category of floating price is applied are usually those that have 
a Substantial potential for which manufacturing costs are low. 
Enterprise's rignt to let prices float downward stimulates compe- 
tition among enterprises, which 18 advantageous in the promotion 
of new techniques, improvement of administration and management, 
improving economic effectiveness, and lowering product costs. The 
second categary includes various industrial goods in countless 
colors, sizes, and varieties that provide consumers a wide selec- 
tion. The state sets a median standard price and permits prices 
to rise or fall to a certain extent. This helps enterprises 
produce the colors, designs, sizes, and varieties that the market 
requires. In the third category are certain farm products. The 
State may set the lowest and the highest price limit for these, 
allowing prices to float within these limits. In so doing, not 
only are producer and consumer interests protected, but supply 


and demand can also be regulated at the same time. 


2) Negotiated Purchase and Sale Prices for Category III Goods. 
Quite a few Category III goods are not within the scope of state 
plan procurement, and have to be purchased and sold at negotiated 
prices, the market regulating supply and demand. A small number 
of such goods are important industrial raw and processed materi- 
als, and for a portion of these the state assigns procurement in 
production areas, so there can be no negotiated price. Only for 
that portion for which there 18 no aSSigned procurement can there 
be negotiated prices. Prevailing policies also stipulate that all 
Category I and Category II farm products remaining following 
fulfillment of centralized procurement and assigned procurement 
quotas may be marketed at negotiated prices. In 1981, about 11.5 
percent of all farm products that the state purchased in the 
country were purchased at negotiated prices. Allowing some farm 
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fucts to be excnanged at negotiated prices helps prom 
elopment of agricultural diversification, and 18S advantageous 
enlivening urban and rural markets and in increasing tne 

mmodity rate of agricultural products. However, permission to 
Sell goods at negotiated prices, and the extent to which tnis 1s 
allowed must follow the principle of the planned economy being 
paramount, and market regulation being supplementary. Tight con- 
trol must be exercised to guard against negotiated prices impac- 
ting on national procurement plans and impairing the stability of 
market prices. 


| , 
-* 
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(3) Consultation Between Industry and Commerce To Set Prices For 
Small Industrial Goods Used in Daily Life. In his report on 
government work to the Fourth Session of tne Fifth National 
People's Congress, Comrade Zhao Ziyang noted that in order to 
improve plan management, enterprises and products could be di- 
vided into four categories, and four different management methods 
ised. Small items whose output value is not large and tnat come 
in a wide variety of colors, styles, sizes, and varieties, and 
that are produced by numerous widely scattered enterprises and 
individual workers, cannot and should not be managed under plan, 
and need not be made a part of centralized state plan. Enter- 
prises may tnemselves organize the production and marketing of 
this category of goods, prices being set through consultation 
between industry and business. Since the Third Plenary Session 
of the lith Party Central Committee, both tne Central Committee 
and the State Council have issued several instructions calling 
for a gradual loosening of prices for small items. As a result of 
the price freeze that has been in effect for 2 years in a row, 
this policy has really not been very well implemented throughout 
the entire country, and excessive and stifling control continues 
even now. As a result some small items are out of stock or have 
iccumulated in inventory causing waste. Recently leading comrades 
in the State Council once again have proposed a gradual loosening 
‘f prices on small items, and we must do this resolutely. 


Small items include sundries, small cultural and educational 
items, small knit goods, small metal items, Small telecommunica- 
tions items, Small food items, and small odds and ends used in 
fjaily life, a total of seven categories and about 200-odd items. 
These account for a fair proportion of total retail sales of 
industrial goods, and account for a fair proportion 


* 


Category ITI 


of retail sales of social commodities. In order to avoid a head- 
long rush to buy once prices have been loosened with a resultant 
rise in prices, active but prudent steps must be taken. Both 

the central government and local governments should decide on a 
jist of items, release them in individual groups, Summarize 
experiences, and gradually increase the scope. We predict that 
»,once the price of small items has been gradually liberalized, tne 








market price trend will be first rise then fall; possibdly tne 
imitial rise being greater than the fall. This is because 
following tne State Council's publication of the notice on 
resolute stabilization of market prices, some small items whose 
prices snould nave been increased were not promptly readjusted 
upward, so a considerable number of problems have accusulated. 
Meanwhile, in the case of many articles for which prices should 
have been lowered, the price has continued to drop as a result of 
the lack of stringent control in the past. Consequently, immedi- 
ately following a loosening of prices, the number of items on 
which prices will rise may be larger than the number on which 
prices will fall, so a slight rise in overall market prices is 
likely. We should take full account of this. 


(4) Free Prices in City and Rural Country Fair Trade. Goods 
exchanged in country fair trade are largely things that peasants 
and individual handicrafters produce themselves and sell them- 
selves. They are not put into state plan channels, and their 
prices should follow the market, rising and falling as supply and 
demand rises and falls. The state should also guide and regulate 
city and rural country fair market prices. It should regulate 
the kinds of goods that may be sent to these markets, and goods 
not permitted to be sold in them should be strictly prohibited 
from entering them. Second, it should deal with violations of the 
law. Goods permitted to be taken to market should be openly 
bought and openly sold. All efforts to coerce or dominate mar- 
kets, to manipulate prices, or to engage in profiteering anda 
speculation should be sternly dealt with. Third, state-owned and 
supply and marketing cooperative businesses should, as part of 
their intended activities, deliver or withhold goods in order to 
even out market prices. 


Taking planned prices as the key link and many price forms with 
various degrees of flexibility as supplementary is a major aspect 
of carrying out the principle of the planned economy being para- 
mount and market regulation being supplementary. It is synonymous 
with the requirement for carrying out varying degrees of planned 
regulation on the basis of different circumstances for enter- 
prises and goods. The overall thrust of prevailing price regula- 
tion methods is correct, yet it cannot be denied that it remains 
very imperfect. Numerous planned prices that should be regulated 
have not been regulated, and numerous planned prices that should 
be loosened have not been loosened, while some flexible prices 
have gone too far and require constant improvement, enrichment, 


and upgrading. 
9432 
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DOMESTI¢ RAD? 


SHANGHAI EXPANDS ECONOMIC TIES WITH THREE PROVINCES 
Shanghai JIEFANG RIBAO in Chinese 5 Jan 83 p |! 


{[Article: “Shanghai Allocates Funds Exceeding 100 Million Yuan to Expand 
Economic Ties with Shanxi, Shandong and Hebei Provinces”] 


[Text] A compensatory trade agreement involving fuel and raw materials 

was recently concluded by the concerned departments of the municipal govern- 
ment with Shanxi, Shandong and Hebei. Under the terms of the agreement, 
Shanghai is to supply the three provinces funds amounting to 125 million 

yuan in exchange for 5.29 million tons of urgently needed industrial materials 


to be supplied to that city over the next 10 years. 


To meet the needs of industrial production and construction developments in 
Shanghai, the concerned departments of the municipal government, in concert 
with the supplies and industrial departments, have raised over 100 million 
yuan to engage in compensatory trade with Shanxi, Shandong and Hebei. These 
lepartments have offered Shanxi 100 million yuan in support of the coal 
industry in that province in exchange for 5 million tons of coal to de suppli- 
ed to Shanghai in the course of the next 10 years. They have extended to 
the Laiwu Steelworks in Shandong a 5 million yuan interest-free loan in 
support of the extension of the construction work of its smelting workshop 
in exchange for 40,000 tons of crude steel ingots not covered by the 
national plan in the next 3 years. They have extended the Metallurgical 
Sales Company in Hebei an interest-free loan of 20 million yuan to assist 
that company to open up coal resources and to expand production in return 
for 250,000 tons of pig iron out of its increased production within the next 
> years. Shanghai stands to receive a supply of fuel and raw materials from 
these three sources during the year. 


mH!) 
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DOMESTIC TRADE 


PRINCIPLES FOR PRICE SYSTEM REFORM ENUNCIATED 


Beijing CAIMAO JINGJI [FINANCE, TRADE AND ECONOMICS] in Chinese 
Wo 1, 11 Jan 83 pp 16 - 20 


‘Article by Lu Nan [ 6424 0589]: "Principles To Be Followed in 
Reform of Price System and Price Regulation Methods"! 


‘Text! Comrade Hu Yaobang pointed out in his report to the 12th 
Party Congress that “While maintaining basic price stability, 
step-by-step reform of the price system and price regulation 
methods, and reform of the labor system should be carried out to 
establish a system of economic management that fits China's cir- 
Cumstarces in order to guarantee healthy development of the 
national economy.* Reform of the price system and price regula- 
tion methods are major issues relating to whether reform of the 
country's economic system can be conducted smoothly, and whether 
the strategic goals, the strategic emphasis, and the strategic 
steps for building China's economy can be smoothly realized. It 
is also an iaportant issue about which the broad masses of cadres 
and people are extremely concernwd. In the spirit cf the 12th 
Party Congress, I believe that reform of China's price system and 
price regulation methods should follow the following several 


principles. 


l. Need to Maintain Basic Price Stability. Maintenance of basic 
price stability is extremely important to the stability and 
development of the national economy, and to the tranquility of 
the people's livelihood. In the process of reforming the price 
system and price regulation methods, basic price stability must 
be maintained, and this must be a prerequisite in refora. 
Naturally, basic price stability does not mean prices that are 
fixed and immutable. Price stability can only be relative and a 
seeking for stability in the midst of change. Maintenance of 
basic price stability must have a material foundation. Adherence 
to basic equilibrium in public revenues, a basic equilibrium in 
credit, and a basic equilibrivua in quantities of commodities that 
can be supplied as well as in commodity purchasing power within 
the framework of national economic balance, plus planned regu- 
lation of commodity prices on this foundation can achieve basic 
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price stability. 


-- Need to Carry Out the Principle of the Planned Econom, Seing 
Paramount and Market Regulation Supplementary. Centralized 
leadership and level by level regulation must be the rule for 
comamjodity prices. Pricing programs and policies, principles for 
setting prices, and the laws and regulatory system for regulating 
prices must be under central control of the state. Regulation of 
prices of specific goods must be done on the basis of their 
position in the national econcocagy, the state setting unified 
prices for each, with enterprises consulting with each other to 
set prices, negotiated prices etc for fluctuating prices within 

the limits set by the state. 


Prices of goods for which the state directs production and 
exchange that have an impcertant bearing on the national economy 
and the livelihood of the people, including major agricultural 
products, major raw materials, fuels, power, and major consumer 
yoo0ds should have their prices centrally set by the state. Marx 
said, “The effect of the price of raw materials on the price of 
products is much greater than the effect of the price of fixed 
assets on the price of products.” Therefore, simply by 
controlling the prices of major raw materials, fuels, and power, 
it is possible to control substantially prices changes for pro- 
cessed industrial products. The price of major consumer goods 
has an extremely great affect on the people's livelihood. Conse- 
quently, the state has to control changes in price of major con- 
sumer goods as well. It must institute fluctuating prices for 
goods produced and exchanged at the direction of state plans. The 
specifications, styles, designs, colors, and varieties of such 
goods is fairly complicated, and the relationship between supply 
and demand changes fairly quickly. Centralized pricing is hard 
put to keep up with constantly changing circumstances. Therefore, 
enterprises must be given a certain degree of flexibility, being 
allowed to decide specific prices within limitations set by the 
state so that prices will better accord with realities. Prices 
centrally set by the state are planned orices, and fluctuating 
prices set within limitations set by the state are also planned 
prices inasmuch as the extent of fluctuation and price limits are 
set by the state. It is simply that they are more elastic planned 
prices. Planned prices are the main form of price regulation, and 
they play a leading role in the exchange of goods. Planned pri- 
cing of goods by the state is the conscious use of the laws of 
value; therefore, planned prices must strive to be in line with 
objective reality. It is necessary to study frequently changes in 
the market supply and demand situation, and changes in costs and 


1 Complete Works of Marx and Engels, Vol 25, p 124 








profits, using this inforgation as a powerful lever to induce 
enterprises to carry out state plan rcequirements. The market 
nould cegulate the price of small commodities, the laws of value 
neing aliowed? to play a regulatory role. Their price should not 
be set by the state, but rather enterprises should consult with 
each other to set @ price, or else set a price at their own 
initiative. The state can exercise regulation and leadership of 
small wares through price policies, price fixing principles, and 
regulations. Additional, the planned price for major goods exerts 
» ligit on the price of small items. The free price of small 
yoods is secondary and subordinate in the overall price regula- 
tion system; nevertheless, it is necessary as a supplement to 
planned price regulation. Through the centralized regulation that 
Price policies, laws, and regulations provide, as well as through 
the different forms of regulation of commodity prices, the state 
brings commodity prices under centralized control and makes them 
flexible as well. This is the only way to help snaintain equitable 
and stable prices, and to promote the proportionsael coordinated 
development of the national econoay. 


‘. The Scientific Nature of Price Increases. The setting and 
readjustment of prices requires both a theoretical basis and 
economic data. In setting and readjusting specific commodity 
prices, consideration must be given the following: The trend of 
change in value (or production price), the long-range supply and 
demand situation for the cogmjrgodity; and policies that reflect 
basic socialist economic laws and the requirements of planned 
proportional laws. For some products it is also necessary to 
consider effects on international market prices. 


Scientific determination of the cost structure holds important 
significance in perfecting prices. In addition to production 
sosts for some enterprises not being as reported today, certain 
calculation requirements set by the cost system conflict with 
prices. The costs that make up the price of commodities should be 
the materials expended and the wages paid staff and workers to 
produce them. Today, however, not all costs are figured this way. 


1) Overly low depreciation fees do not genuinely reflect the 
extent of transfer of the value of fixed assets. 


(2) Plant construction and fees for geological prospecting for 
mines are paid for from state operating funds; they are iot 
collected from customers; they are not a part of fixed assets; 
and they are not figured as costs. 


(3) Expenses for the municipal construction of things such as 
city streets and sewers are paid for by the state, and are not to 
be collected from enterprises that occupy the land, nor are they 











to be figured into production costs. However, nuserous enter- 
prises located in rural villages or mountain areas have to pay 
for such things themselves, and some figure them as costs. The 
burden is unequal and the calculation requirements are not 


identical. 


4) Expenses incurred in developing and deepening mines etc are 
necessary for enterprises’ maintenance of simple reproduction and 
should be figured into costs. Today, however, they are not fully 
figured into costs. 


(5S) Bonuses to staff and workers, and welfare funds are to be 
figured as costs. In some pilot projects on economic reforms, for 
the sake of making staff and workers concerned about the results 
of the operation of enterprises, and to increase their enthusiasm 
for labor, a method was adopted whereby bonus furds and welfare 
funds were withheld from profits. Thus they were not figured as 
[osts again, and only basic wages were figured as costs. However, 
in essence, bonuses are rewards for extra work, and welfare funds 
are necessary for the workforce to maintain and continue repro- 
duction, and should be figured into costs. 


(6) Worker insurance funds should also be figured into costs. 
Right now wages and welfare funds to personnel who have left 
their jobs and retired are paid out of profits. Inasmuch as 
proportions of personnel leaving jobs and retiring from different 
kinds of enterprises varies, great differences exist in the 
proportions of these funds paid out of profits. In some enter- 
prises, after these funds have been paid, scarcely any profits 
are left or a loss may result. A similar contradiction exists 

in all trades and industries. Such expenditures should be in the 
form of payments into a labor insurance fund that is collected by 
enterprises and turned over to a social labor insurance organi- 
zation for centralized control and use. Labor insurance funds 
should be figured as a unified proportion of the total wages of 
staff and workers employed and carried as a cost. This way the 
burden could be equalized in every trade and industry and every 


kind of enterprise. 


(7) Interest payments should not be figured into costs. Under 
the existing system, interest payments are to be carried as 
costs, and this has advantages in accounting for circulating 
funds. However, looked at from the angle of the composition of 
value, interest is a part of the value of surplus labor and thus 
should not be included as a cost. If it is carried as a cost, 
some enterprises will increase their costs because they use a 
lot of bank loans and pay a lot of interest. Some other enter- 
prises, on the other hand, are units having interest income that 
can be used to offset some costs’. Thus, when setting prices on 








the basis of costs, scientificness will be impaired. If a unified 
profit rate on funds is added on this cost basis, industries 
paying a lot of interest will have gore profits -- profits plus 
interest, while the reverse will be true for units that pay 
little interest or have interest income. 


(8) Fines levied against enterprises are not to be figured into 
costs. Pines are not expenditures reGuired for the production of 
goods; they are losses incurred through mistakes made by enter- 
prise administration and management, so they should be paid out 
of enterprise profits and should not be made a part of costs. 


4. Need to Help Promote Increase in Economic Effectiveness. In 
order to carry out the 12th fecty Congress' demand to “practice 
strict economy, oppose waste, and to put all economic work on the 
path of improved economic effectiveness," price system reform 
must emphasize doing things in accordance with objective economic 
laws and increasing economic effectiveness. 


(1) Need to spur economy in use cf funds and increase effective- 
ness from use of funds. In industry, communications and transpor- 
tation, business, and construction, production costs (cost of 
goods plus an average profit on capital) should be the basis for 
setting prices. For the sake of compatibility with the presently 
promoted methods of linking staff and worker material welfare 
with performance in enterprises, the “two factor" (dual channel) 
formula may be used to figure production costs. First, the total 
"“profits*” of the foregoing sectors are divided into two parts as 
follows: The first part consists of withholdings of bonus funds, 
welfare funds, and labor insurance fund expenditures. The second 
part consists of funds withheld for expansion of the enterprise, 
payments of funds to the state and profits due to be paid, and 
income taxes. Then, the amount of the first part as an average 
percentage of total wages, and the amount of the second part as 
an average percentage of total capital are figured. Costs as 
figured on these two percentages will be identical with costs as 
figured by the production cost formula (figured in terms of total 
cost requirements). 


(2) Need to produce products that benefit natural resovcrces, and 
to curb consumption of products that use scarce natural resour- 
ces, to encourage conservation and substitutions, and to increase 
society's’ economic effectiveness. In order to produce things 
that benefit natural resources, prices of agricultv.ral products 


l Stcictly speaking, the "profits" talked about here may not be 
termed profits, because they include compensation and bonuses to 
excess labor that are not products of surplus labor (m). 





the basis f average cost of 


ind mining products should be set on Ss 
production under poor conditions. As applied to farm products, 
poor ynditions for commodity production snould be the standard. 
imiy in the case of self-sufficiency production should this not 
be used as the basis for setting price. As applied to mining 
products, the basis should be grade, the technology needed for 


extcaction under prevailing natural conditions, and economic 
limits. Lower standards and limits should not be used as th 
Dasis for etting price. Prices for natural resources in short 


% 


, 


may be set somewhat higher to limit consumption, D5 
. y and demand into balance, and increase economic effe 
$s. A proportional price should be maintained when subdst 
are used for natural resources to make products. Use of c 
substitute for petroleum, aluminum for copper, and steel 
‘lastics for wood etc should be encouraged in order to conserve 
msumption of products made from scarce natural resources. 


(3 Price differences for serial produced products of raw mate- 
rials industries, and price parities between machine industry 
spare parts and entire machines must be equitable to help enter- 
rises’ develop joint and specialized cooperation, to encourage 
multiple uses of energy and raw materials, and to make full use 


f plant dDuildings and equipment. 


juitaDble prices must be set for products resulting from use 
of new techniques, and an equitable price difference with old 
products must be maintained, so that both those who produce and 
rhose who use products resulting from new technologies benefit, 
t help the production and spread of the use of products resul- 


ting from new technologies, and to promote technological 
progress. 

Equitable price parity among various agricultural products. 
Under direction of the program of “positively no slackening of 
jrain production while actively developing economic diversifi- 
ration," general methods must be adapted to specific situations, 
proper centralization effected, and requirements for regionaliza- 
tion and intensive operations met, the net output value of each 
work day in the growing of crops thereby becoming more or less 
the same. Areas in which grain growing is c_ncentrated should 
jerive more benefits from the growing of grain; areas in which 
the growing of cash crops is concentrated should derive more 
benefits from the growing of cash crops, and herdsmen in pastoral 
1reas should derive more benefits from animal husbandry to make 


jreatest advantages of local strengths, to establish as quickly 
as possible all kinds of agricultural production bases, to in- 
crease greatly agriculture's labor productivity rate, to increase 
the commodity rate, and to increase agriculture's economic eiffec- 
tiveness so that limited land will produce more products to meet 





» Unified prices throughout society should be Drought adout oy 
economic regionalization and the direction of commodity circula- 
tion. Areas should not seal themselves off to maintain high 
prices for the area's products. However, for most commodities, 
eGuitable regional differences in price should be maintained for 
the benefit of commodity exchanges between one area and another, 
ind to encourage mutual movement of goods from places that have 
-ertain goods to places that do not. This is the only way in 
which to help laggard area enterprises steadily improve adminis- 
tration and management and lower costs, and to help advanced 
enterprises develop. 


?) In order to increase economic effectiveness of business 
enterprises, batch and wholesale prices should be used for most 
-ommodities. For a long time, a large number of links have exis- 
red in the organization of commodity circulation as a result of 
the designation of categories I, il, and III for wholesaling to 
retail circulation channels. Circulation of commodities has been 
very slow, and concomitantly prices have been set at each level 
through the use of various discounts on the wholesale price. 
Wholesale business should be conducted irrespective of adminis- 
trative jurisdictions or administrative layers, and commodity 
circulation should be organized according to a rational directicn 
»f flow. The price of goods supplied should be arrived at on the 
basis of the apportioned batch or wholesale price of the size of 
the shipment supplied. Except for commodities distributed by 
plan, selective procurement should be practiced imong wholesale 
businesses and among wholesale and retail businesses without 
mutual exclusivity so as to promote better service by large 
wholesale enterprises to smal) wholesale enterprises, better 
service by wholesale enterprises to retail enterprises, and better 
service by retail enterprises to consumers. This should help save 
expenses in the circulation of goods, hasten turnover, and 
improve the economic efrectiveness of business enterprises. 


(8) Prices of all industrial and agricultural products should De 
arrived at on the basis of quality so as to encourage steady 
improvement in product quality. 


5S. Reform of the Price System and of Price Regulation Must Be 
‘oordinated With Reform of the Entire Economic System 


(l) Coordination and matching of price system reform and tax 
system reform. Reform of the price system and the tax system 
should enable enterprises to make generally average profits 

inder conditions of normal production, rational administration, 
and moderate costs in order to solve the provlem of profit gaps 
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>ies and different objective conditions. As a res 


sult f 
Price policy cequirements, prices of certain products are hagher 
»9y lower than their value (production cost), and the resulting 


profit gap among trades and industries has to be regulated by 


different industrial and commercial tax rates. In levying 


resource taxes on mines that have good natural conditions, and in 
levying of regulatory taxes on profits of enterprises ‘tocated in 
large cities where communications and transportation and con- 


ditions for cooperation are good, and on enterprises having 
advanced equipment, different tax rates should be used than for 
products produced under different circumstances by enterprises 
located in places where communications, transportation, and con- 
ditions for cooperation are poor. In order to solve the problem 
of increased costs of work processes performed at low levels 
resulting from multiple taxation, which increases prices to th 
letciment of specialized cooperation, ad valorem taxes should be 
instituted. 


2) Coordination and matching of price system reforms and wage 
reforms. price system reforms will result in readjustment of the 
prices of many goods, so in order to keep staff and worker 
Livelihoods stable, wage reforms will have to accompany the 
process of price system refora. 


(3) Mutual coordination of price system reform and enterprise 
management reform. The goal of price system reform is equitable 
readjustment of prices, prices thereby being able to play a role 
as economic levers in the conscious use of the laws of value to 
juide enterprises into making a reality of state plan require- 
nents. In order for prices to be able to play a role as economic 
levers, reform of enterprise management systems is necessary, 
jivine enterprises the right to varying degrees of flexibility. 
.e only way in which plan can be promptly augmentec and 
fulfilled when being carried out. 
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(4) Need for mutual coordination between price system reform and 
provisions for proportional share of profits enterprises retain. 
Profit leveis in individual trades and industries vary as a 
result of inequitable prices, and the propor-_ion of profits left 
to enterprises differs too. Once the price system has been re- 
formed, very great changes will occur in profit levels of 
individual enterprises. Consequently proportions of profits left 
to enterprises must be correspondingly readjusted so that they 
‘onform to the new price system. 


6. Reform of the Price System Requires Concurrent Concern For 
the Interests of the Country, the Collective and Individuals. 
Readjustment of prices will not add new value, but it may lead to 








redistribution of national income. Consequently, in reform of the 
Drice system, the economic interests of the country, the collec- 
tive, and individuals must be given concurrent attention. Over- 
all, there will be no detrimental effect on the lives of urban 
and rural workers, and the gap between workers' and peasants’ 
income will not be widened. However, insofar as possible, natio- 
nal revenues should not be impaired either, and an equitable 
redistribution of income among trades and industries should come 


about. 


7. Correct Handling of the Domestic Price of Imports and Exports. 
Today,profits are very high on some imports and exports, and on 
others losses are incurred. This damages foreign trade enter- 
prise's economic accounting anc operation. Trade should be based 
yn a policy of “awards for exports and limitations on imports,” 
>ustoms duties and foreign exchange rates for goods being read- 
justed on a case by case basis, industrial and commercial taxes 
being levied on imports, and taxes cteing removed from exports, 
with readjustment in domestic market prices as necessary to solve 
the problem. Among things to be done are the following: Goods 
that are important to the national economy and the people's 
Livelihood should continue unlinked to international market 
Drices, customs duties and industrial and commercial taxes being 
assed to regulate enterprises’ profits and losses on them. When 
necessary, subsidization from public funds should be used to 
avoid the effects of the international market. In cases where the 
effect on the people's lives is not great and the country does 
not produce much of the import, or where raw materials are impor- 
ted solely for the purpose of processing into finished products 
for export, prices should graduaily be linked to international 
market prices. Readjustments in domestic prices should be made on 
the basis of long-term trends toward change in international 
market prices in order to readjust the profits of enterprises 


dealing in these goods. 


Foreign exchange prices should be readjusted promptly on the 
basis of changes in international market prices and the upward or 
lownward revaluation of individual national currencies in order 
to safeguard China's economic interests. Readjustment of foreign 
exchange prices should also be used to regulate profits and 
losses of enterprises engaged in foreign trade, and to dovetail 
domestic market prices with international market prices. 


8. Following China's Own Path of Reform. Other country's experi- 
ences should be studied and borrowed, but they positively should 
not be copied mechanically. China's abundant experiences of the 
past m c: han 30 years should be diligently summarized, correct 
action ing accepted and the lessons of experience learned from 
mistak ctions. We should proceed from the reality of China 





i : ma i | try navi : PULAATION i A tlla , 
3 r ah ire peasants, f n China’ fairly low leve,i 
f le l ment, and from the need for diverse economic 
v r 9-exXxist 29r a long time to come in reforming the 
intry's price system and price reguiation methods. We must 
rrelate universal Marxist truths to the country‘s specific 
-alit ind take yur Own path f eform. 
’ Reform of the Pr system and oft Price Regulation Methods 
Must Be Do Step-by-step. Price system reform will inevitable 
ring n t wake major changes in prices. Consequently, pain- 
taking and oncentrated calculation must be done, with planning 
lone in n overall way and carried out step-by-step. rice regu- 
ation methods reform will also lead to market price changes; 
mnsequently, one m t have a plan in mind and make plans fors 
implementation. 
[In immary, price ceforms are a prerequisite to reform of the 
nom ten I addition, economic system reform is an 
moortant ndition for reform of the price system and regulatory 
methods. i ce reform must conform to the race of economic system 
eform. 01 can imagine proceeding from the stage of laying a 
foundation during the past 10 years to gradual use of price 
reform t¢t fundamentaily solve the country's price problems, to 
i tantially readjust longstanding inequitable prices, and to 
suuild a ‘w pri system in keeping with requirements of obdjec- 
tive ec ym laws. Subsequently, readjustments can be made 
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tances change so that the prices of all cate- 
l remain equitable. In taking action, it is 


1 one step after another, solving one probdlem 


‘ 


bringing about comprehensive reform, and 


1 of a new era of vigorous economic develop- 





FOREIGN TRADF 


IMPACT OF SPECIAL ECONOMIC ZONES DESCRIBED 
Guangzhou YANCCHENG WANBAO in Chinese 16 Feb 83 p 2 


[Article by Qian Junrul [6929 0193 3843]: “Running Well the Special 
Economic Zones Will Have Deep and Far-Reaching Impact” ] 


[Text] In January this year, we went to the Shenzhen and Zhuhai Special 
Economic Zones in Guangdong Province to investigate and understand the 
situation there. We visited some factories, farms, enterprises and shops, 
and interviewed some workers, farmers and fishermen. In a brief period of 
3} years, these two special economic zones, especially the Shenzhen Speciai 
Economic Zone, have achieved great results in the various construction 
projects and have made speedy economic development. This proved that 

the Party Central's decision to trial-run special economic zones was an 
entirely correct one, and further strengthened the confidence of the people 
in realizing the four modernizations. In many respects, the special economic 
zones have made the first step in our country's implementation of the open- 
door policy and the policy to revive the economy, and have provided us with 
many experiences which we can use for reference. 


‘arry Out Economic Construction With High Speed, High Quality and High 
Fffictiency 


It has been only a little over 3 years since the Shenzhen Special Economic 
‘one started its trial-running in 1979. Even though the majority of the 
investment went to the construction of basic facilities such as the ‘six 
openings and one leveling,” development in various aspects has been very 
fast, and the total value of industrial and agricultural output and financial 
revenue have doubled and redoubled. The total value of industrial and 
agricultural output for 1978 was only some 170 million yuan. In 1982, 

it reached some 520 million yuan. Comparing the two, there was an increase 
of more than three times. Among that, industrial development was especially 
fast. In 1982, the total value of output reached 362 million yuan, which 
was an increase of 47.8 percent over that of 1981, and which was an increase 
of 6 times over that of 1978. The financial revenue for 1982 reached 

93.6 milllon yuan, which was 5.7 times more than that of 1978, which was 
16.4 million yuan. 





Shenzhea was formerly a small town with a population of 20,000 to 30,000 


wople, and it was surrounded by wasteland. In just some 3 years, it now has 
buildings and large mansions. The speed of its construction is beyond 
ymne's imagination in the mainland. 20-storv high-rise building was built 


in 9 months to a year; a 6-story apartment building was built in 3 months. 
The quality of construction was not inferior to that of the mainland and yet 
the efficiency was higher than that of any other places at home. This truly 
was carrying out economic construction with high speed, in high quality and 


with high effictency. 


Because of the fast industrial and agricultural development, plus the 
closeness in geographical location of the Shenzhen Special Economic Zone 

to Hong Kong, many agricultural products from diversified economy could be 
exported directly to Hong Kong. Hence, the living standards of the masses 

»f workers and peasants here have been raised very quickly, and they are 
leading very good lives. As far as I understand, the peasants (and fishermen) 
in Yumin Village and Shatoujiao Town now are living in houses and are using 
household furnishings that are not inferior to those of the average farmer 

in the United States and Japan. The people's basic necessities of life are 
good and there ts stability. Thus, many people who went to Hong Kong in the 
past now want to return to Shenzhen. Some young womer from Hong Kong even 
married peasants in Shenzhen. If it were not for the launching of economic 
construction with greater, faster, better and more economic results, with 
high speed, in high quality and with high efficiency, there would not be such 


i bie change! 


Adhere to and Implement the System of Distribution of “From Each According 
to His Ability, and to Each According to His Work” 


‘From each according to his ability, and to each according to his work was 
iriginally a socialist system of distribution. However, at home, as a result 
of the economic system of “eating out of the same pot” and “the iron rire 
bowl,” whether one worked or not made no difference and whether one did a 
good job or did a poor job made no difference. Everyone drew his wage 

ind reward all the same, so there was no need to work “according to one's 
ibility’; if one did more work or did a better job one could not get more 
invway, so it was not “to each according to his work.” Consequently, we 
failed to practice the two principles of “from each according to his ability” 
ind “to each according to his work.” We were far from sufficiently showing 


the superiority of a much higher labor productivity of socialism over 
‘apitalisa. 


Lenin held that tf we do not absorb the strong points of capitalism, we would 
not be able to build up soctalism. Comrade Mao Zedong also asked us to learn 
from the strong points of foreign countries. In the initial period after the 
victory of the October Revolution in the Soviet Union, Lenin wanted the Soviet 
Unton to adopt “Taylorism” from the United States. This was to absorb the 
strong point of capitalism. The Shenzhen and Zhuhai Special Economic Zones 
took into consideration the characteristics of a special economic zone and, 
according to the principle of “from each according to his ability, and to 

each according to his work,” boldly and actively assimilated all the strong 
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tasks, then there will be a reduction of or no rewards and floating wages. 


Thus, evervone’'s enthustasm was very high as was the efficiency. Why is it 
that the same mstruction teams and construction workers sent from the 
mainland were sluggish when working back in the mainland and took several 
years to build an apartment building, and vet at Shenzhen thev took only 3 


gaonths to do the same job? The gost important reason is the isplementation 
of a diftterent economic system of mganagemert. Back in the mainland, it was 
“eating out of the same pot, while Shenzhen truly implemented “from each 
according to his ability, and to each according to his work.” HYere ilies 

the basic reason why the special economic zones can carry out economic 
construction with high speed, in high quality and with high effictency. 

Here also is the concrete mantfestation of the most obvious results in the 
reform of the economic system or organization in the special economic zones. 


A Few Suggestions 


The construction investaents in the specia! economic zones rely primarily 

on foreign investment, overseas Chinese investment and investments from 

Hong Kong and Macao. The industrial and agricultural products rely primarily 
moexport. In light of the characteristics of the special economic zones 

and on the basis of a macroeconomy, we should employ the state plan as 
guidance, clarify the plan and tasks for the special economic zones, 

take market regulation as the gain concern for the special zones, and give 
full play to their role as the economic lever. 


Running well the special economic zones not only will provide our country 
with the expertences in the four godernizations, but will play a significant 
role itn regaining Hong Kong and realizing the great cause of the untfication 
of the motherland. In order to speed up the development of the special 
economic zones, I am putting forth the following few suggestions: 


tT. We must » a good job of combining the building of material civilization 
with spiritual civilization. In building a material civilization, we must 
issimilate more the strong points of others. In building a spiritual 
‘ivilfization, we must make big efforts. In view of the present situation, 
the reform of the economic system of organization in the special economic 
zones can be more thorough. How to run industry, commerce, finance, law, 
sctence and technology, and culture and education aust be considered in the 
iight of the entire country and the whole world. We must be more far-sighted. 
With regard to the building of a material civilization, we must do our best 
to draw in foreign investment from the capitalis® corrirtes and from Hong 
Kong, and draw in scientific methods of management and advanced science and 
technology so as to develop production on a large scale. At the same tige, 
we must carefully study the direction of development and the projects of the 
industrial enterprises and develop new products to meet the demands of the 
world market. We must not develop blindly. With regard to the building of 
1 spiritual civilization, we must vigorously strengthen the education on 
patriotism and communism, launch the activity of “five etresses and four 
beauties” and rectify party workstyle and the mood of society. In the 
activity of “five stresses and four beauties, we can also adsorb the strong 


points of other countries and places. Recently, i visited Japan and saw 
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gediua-scale enterprises to employ greater financial strength, saterial 
strength and manpower to develop scientific and technological as well as 
exploltation departments so as to swiftly raise the scientific and 
technological lewel. This is a long ters plan. 


IV. We gust combine the study of Hong Kong and Macao with the study of the 
special economic zones. We sust conduct comprehensive study of the econoay, 
culture, education, law and commerce of Hong Kong and Macao. For instance, 
analyze the reasons behind Hong Kong's economic boom in the last several 
decades, analyze how Hong Kong s economy was made prosperous and stable, 

how the Hong Kong and Shanghai Banking Corporation and the Charter Bank 
launched their financial activities, how Taipo and Yunlong became industrial 
districts and how Hong Kong formulated its city construction plans. Why is 
it that, in fe e of the current economic depression throughout the world, 
Macao's industry could still develop on a relatively large scale? How did 
the Macao currency become dissociated from the Portuguese currency and become 
linked with the Hong Kong currency and how did it fluctuate recently with 

the Yong Kong currency’ Also, how did the British authority govern Hong Kong 
and the Macao authority Macao? What were some of the characteristics of 
thetr laws, and so forh. The study of these issues should be combined with 
the study of the special economic zones. This will play a big role in 
promoting the development of the special economic zones. Everything's hard 
in the beginning. The special economic zones have just made their first 
steps and have already achieved precious results. This is not easy at all. 
Of course, in starting a new cause, some shortcomings and mistakes are 
inevitable. As long as we continue to sum up our experiences, assiailate our 
lessons, give prominence to our achievements and overcome our shortcomings, 
we believe that if we do our work according to the Party Central Committee's 
princtples and policies, tive special econogic zones will definitely have 
bright and boundless prospects. (The interview was compiied by Lan Guilliang 


($663 2710 5$328).) 
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POREICN TRAD: 


FUJLAN ISSUES NOTICE ON ANTLISMUCGGLING MEASURES 
aVZULOL Fuzhou Fujian Provincial Service in Mandarin 1120 GMT 31 Mar 583 


t}] The Fujian Provincial People’s Government recently issued a notice 


urging the taking of resolute measures against smuggling activities at sea. 
The notice says: It was recently discovered that despite repeated warnings by 
‘ur government, some lawless gerchants from Hong Kong and Taiwan have continuec 
to intrude into waters near our province's Dongsha and other islands to carry 

it smuggling activities in collusion with a small number of smugglers from the 
srovince’s coastal areas. To ensure fishing operations and maintain normal 
economic order along the province's coast, the following notice is hereby issued 


with a view to resolutely striking at smuggling activities at sea: 


1. The Provincial People’s Government reiterates that smuggling and the sale 
t smuggled goods are against the law. In light of the relevant provisions of 
the PRC customs law, those engaged in smuggling and selling smuggled goo!s must 
not be tolerated, but punished according to the law. Those who have engaged 
in smuggling or have sold smuggled goods should, on their own initiative, con- 
fess their crimes to the people's government so that the peopie’s government 
will be lenient toward them. Those who perform meritorious ceeds in reporting 
r exposing smugglers and persons selling smuggled goods should be rewarded 
iccording to the regulations. Anyone who retaliates against people who have 
reported or exposed him as a smuggler should be severely punished. 


To establish postal, transport and trade relations with Taiwan is a poli 
signed to reunity the motherland. However, under no circumstances must any- 
e be allowed to engage in smuggling or to sell smuggled goods in the name of 
rade. We hope that the Taiwan authorities will place national interests above 
everything else and make concerted efforts with us to combat smuggling on the 
sea. Thev must not interfere with the seizing of smugglers and smuggled goods 
it sea by our patrol boats. 


ur province's antismuegling patrol boats perform their sacred duty to combat 
‘Line activities at sea. All smuggling vessels must accept their inspections 
ind must not disobey their orders. If they resist or threaten the safety of the 
rsonnel on our antismuggling patrol boats, they will be resolutely rebuffed 
ind severely punished. 


The above notice (7?is effective and should be implemented immediately). 


( St): ve. h-416 





CRACKDOGN ON NARCOTICS TRAFFICKING IMPLEMENTED 
wuangzhou NANFANG RIBAO in Chinese 10 Dec 58. p 


[“article: “Punish Narcotics Dealers, Stop Damage by Opium and Narcotics”| 


[Text] The Guangzhou Municipal Intermediate People’s Court has penalized, 
according to the law, a group of criminals who smuggled narcotics from 
sbroad. This is entirely necessary and is very correct. 


As everyone knows, the harmful habit of opium smoking was stopped a long 

time ago in new China. Not long after the founding of the People's 

Republic of China, this habit which remained from the old society was 

eliminated within a short time. This was supported wholeheartedly by the 

peoples of all nationalities and highly praised by international public 

pinion. But, in recent years, some criminals of foreign nations and Hong 
Kong and Macau utilized the opportunity of our nation's policy of opening 

to the world to seek overnight profits, colluded with some criminals in 

ur mation to engage in narcotics trafficking activities, or to poison our 

people and masses, or to transfer narcotics to Hong Kong for sale. All 

such activities are profoundly deplored by the people and prohibited by 

state law. Narcotics must be decisively stopped and trafficking routes . 
must be cut off. All activities tc sell narcotics within our nation's “ey 
territory are serious criminal acts, and regardless of whether those 

involwed are Chinese or foreign citizens, they must all be severely punished 

according to our nation’s laws. 


- 


‘ur nation’s criminal law against narcotics trafficking has been supplemented 
und revised. The revisicns are contained in the “Decision on Severely 
Punishing Criminals Who Seriously Destroy the Ec. .omy” passed by the 22nd 
session of the Standing Committee of the Fifth National People’s Congress 
held in March, 1982. The revisions to Article 1/71 of the Penal Code 

read: “Serious offenses should be penalized by a sentence of over 10 years 


in prison, life sentences or the death penalty, and/or the confiscation 


of personal property.” It was also decided that the revised law shall 
become effective on April 1 of the same vear. Recently, the Guangzhou 
Municipal Intermediate People’s Court held trial on eight narcotics 
trafficking cases that were carr‘ed out in 1981. Although the quantity of 
narcotics involved was very large and the crimes were serious, sentences 





ind penalcies were handed down according to the original Articie 

the Penal Code. This showed that the peo;sle’s court sas strict in executing 
the law. After 1 April 1982, those engaged in narcotics trafficking and 
.nvolwed in especially serious offenses must be severely penalized 

sccording to the decision by the Standing Committee of the Nationa] 

People’s Congress. 


we strongly warn those attempting to engage in il.egal narcotics 

trafficking that they will be punished like those who have already been 
punished by law as criminal narcotics dealers. They will serve as 

examples, regardless of vhether they are Chinese or fcreign citizens, the 
means employes or what channels were used. As long as they smuj;gle narcotics 
into our nation's territory, they will be found, tall int» our dragnet and 

be severely penalized according to our nation's laws. 
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FORFIGCN TRADE 


EIGHTEEN SENTENCED FOR TRAFFICKING IN GUANGZHOU 


Guangzhou NANFANG RIBAO in Chinese 10 Dec 82 p 1 


[Article by Yan Shi [0917 1395]: “Guangzhou Pronounces Sentences in Eight 
Narcotics Smuggling Cases; Eighteen Sentenced to Severe Penalties, Eleven 


Were Foreigners" ] 


[Text] Recently, the Guangzhou Municipal Intermediate People's Court tried 
eight narcotics smuggling cases. A total of eighteen people were convicted, 
eleven of them foreign citizens. They travelled as tourists and under the 
pretense of visiting relatives. They used various disguises to smuggle 
heroin from abroad into our nation and then ship the narcotics to Hong Kong 
and elsewhere for sale. Some of the narcotics were picked up by criminals 
from Hong Kong who entered China and some were shipped out by criminals in 
our nation. Thes. aarcotics were smuggled into our nation between July 

and October, 1981. They were found by our customs and public security 
departments. The packages of heroin weighed 1,000 grams, 1,800 grams, 
2,000 grams, 3,000 grams, and even more than 4,000 grams. The quantity was 


large and the crime was serious. 


The Guangzhou Municipal Intermediate People’s Court cited the second section 
of Article 171 of the “Penal Code of the People’s Republic of China," and 
sentenced the following people convicted of smuggling narcotics: Yuxiang 
Nantating (female), Huang Xiangliu [7806 3276 3177] each to 15 years in 
prison; Lu Pangru [4151 2460 1172], Zhuang Hongyu [8369 1347 3842] each to 
14 years in prison; Sunan Shisongwen, Paitana Fengle, Pengcai Yanale, 
Supapeng Dilangkaweiwen (female), Duanpeng Jilaweitaya (f male), Chen Yuxin 
{7115 1785 1800] (female), Hong Jianying [3163 1696 5391] each to 12 years 
in prison; Weilai Shakongxin (female), Zhenz Saihv. [6774 6357 5363] 
(female) each to 11 years in prison; Li Guixiong [2621 2710 7160] to 10 
years in prison; Zhao Jinman [2156 6855 3341], Jiedisha Wennopengkun, Wang 
Wenze [3769 3080 3419], Chen Renwan [7115 0117 5339] each to & years in 
prison. The eleven criminals named, Yuxiang Nantating, Lu Pangru, Sunan 
Shisongwen, raitana Pengle, Pengcai Yanale, Supapeng Dilangkaweiwen, 
Duanpeng Jilaweitaya, Chen Yuxin, Weilai Shakongxin, Jiedisha Wennopengkun, 
Wang Wenze shall be deported after serving their full sentences. The 
narcotics found shall all be confiscated. 








After the first trial and conviction, the defendants appealed. The second 
trial by the Guangdong Provincial Higher People's Court upheld the original 
decision for being factvally correct, for citing the correct penal code and 
for handing down the appropriate sentences. The higher people's court 
recently held a trial, made the final judgment, rejected the appeal, and 
upheld the original decisions. 
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FOREIGN TRADE 


NINGXIA'S FOREIGN TRADE ACHIEVES MARKED SUCCESS 
Yinchuan NINGXIA RIBAO in Chinese 1 Feb 83 p 1 


[Article by Yuan Wenhua [5913 2429 0553]: "Our Region Has Scored Heartening 
Results in Foreign Trade"] 


[Text] Last year, our cegion scored heartening results in foreign trade. 
We completed 62.57 million yuan of foreign trade purchase, which made up 
119 percent of the year's plan, and which increased 1 jpercent compared to 
the preceding year. Among the 10 major categories of commodities, textile 
products, grain and edible oil products, sundry products and livestock 
products, handicraft items, and metallurgical mining, machinery and machinery 
equipment have all overfulfilled their plans. Self-operated export 
commodities scored 6.76 million U.S. dollars, which amounted to 135.2 
percent of the year's plan, and which showed an increase by 24.9 percent 
over that of the preceding year. The variety of self-operated export 
commodities increased from 28 kinds in the preceding year to 45 kinds 

last year. Our region has already established trade with 27 countries 

and regions in the five continents all over the world. 


Last year, our region's foreign trade department strengthened its under- 
standing of the needs of the international market and strengthened its ties 
with the production and commodity supply units. They sent on many occasions 
personnel to the ports, the Canton trade fair and professional small-scale 
trade fairs to understand the trends of the international market, and 
provided information without delay to our region's production and commodity 
supply departments, and tried their best to organize commodity sources for 
export. When they understood at the Canton trade fair that the Japanese 
merchants wanted to buy buckwheat, they sent people to the various counties 
in the mountainous regions to conduct investigation and used imported wheat 
to exchange for 1,500 tons of buckwheat the peasants of Yanchi County had 

in hand, thereby increasing export. The business personnel of the 
industrial and mining products import-export company took into consideration 
the potential cf our region's cotton yarn production and linked up without 
delay with the Tianjin port company in importing cotton, with which they 
processed 5,093 pieces of cotton yarn for export. The machinery equipment 
import-export branch company and the Italian merchants launched the business 
of processing equipment from designs and organized our region's factories 

in processing 141 machine beds for export. 
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FOREIGN TRADE 


NEW PROSPECT IN EXPORT OF ELECTRO-MACHINERY PRODUCTS SEEN 


Beijing JINCJI RIBAO in Chinese 29 Jan 83 p 2 


[Article by Li Lanqing [2621 1526 3237]: "Open Up a New Situation for the 
Export of Our Country's Electro-Machinery Products"] 


[Text] EDITOR'S NOTE: This article made use of the 
concrete reality of international trade to show that 
there was great potential and extremely broad prospect 
in exporting our country's electro-machinery products. 


Expanding export is the basis for developing our country’s 
foreign economy and trade. From a long term point of 
view, we must grasp the problem of the situation as a 
whole, formulate strategic points of focus and realize 

a new breakthrough. From a short term point of view, 

we must carry out work in a down-to-earth manner and 

truly resolve a few concrete issues. Comrade Li Lanqing's 
opinion was offered precisely on the basis of such an 
understanding, and was thus a very valuable one. A year 
ago, after reading this material, the Central leading 
comrades made the following comment: "This piece of 
material merits great attention." We must conscientiously 
study it and adopt measures to “open up export for 
electro-machinery products.” Now we are offering 

excerpts of this material to the readers. 


In order to promote the development of our country's foreign trade, a 
oroblem that needs urgently to be resolved is how to actively change the 
s*‘ructure of our county's export products and increase the proportion of 


ele tro-machinery products to the entire export products. 


In today's international trade, the proportion of electro-machinery products 
to a country's export materials often indicates the standard of economic 

and technological development of that country. For those economically 

and technologically advanced countries and regions, the electro-machinery 
products often occupy a very great portion of the total volume of export, 
and become a major source of goods in the structure of the export products. 
In 1981, the export volume of Japan's electro-machinery products (including 
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apparatuses) occupied 67.6 percent of that country's total volume of export. 
The region of Hong Kong had roughly the same total volume of export as the 
mainland. In 1330, its electro-machinery products also occupied 29.5 

percent (including a portion of transit goods) of the total volume of export. 
In 1980, India’s total volume of export was only 37.1 percent of that of 

our country’s, and yet the export volume of its machinery products was 
almost twice as much as that of our country's. Since the 3d Plenary Session 
of the llth party Central Committee, although our country's electro-machinery 
products export has increased somewhat, the volume of export and the 
proportion of that to our country’s total volume of export were still 

small. In 1981, the export volume of our country’s electro-machinery 
products only occupied 2.97 percent of the total volume of export. Compared 
to the economically and technologically advanced countries, we are certainly 
still lagging behind. Even compared to some developing countries and 
regions, we are still definitely lagging behind. 


Although the export of our country's electro-machinery products is still 
relatively backward, we should be able to see that there are many favorable 
factors and very great potentials for developing the export of our country's 
electro-machinery products. For instance, our country has rich material 
resources and labor resources and our labor cost is realtively low. For 
some 30 years since the founding of the nation, our country has established 
a relatively complete industrial complex and a horizontally oriented 
industrial Lasis of complementary facilities. The entire country also 
possesses a technological force that is engaged in scientific research and 
development and that is realtively stronger in designing, trial-manufacturing 
and technological manufacturing. Our country's electro-machinery products 
have a broad and stable domestic market as their backup and we have attained 
preliminary knowledge and experience in promoting the sales of electro- 
machinery products on the international market. Thus, it is extremely 
necessary and entirely possible to strive to give play to our country's 
superiroity and vigorously develop the export of electro-machinery products. 


To develop the export of our country's electro-machinery products, we must 
pay attention to studying and solving the following problems: 


I. We must import large quantities of advanced technology, accelerate the 
renewal and replacement of electro-machinery products and raise the quality 
of the products as well as the technological standard. There are many 
strong points in our country's electro-machinery products and some of our 
products have reached international advanced standard. But overall speaking, 
there still exist at present the problems of out-dated technology, relatively 
old structure and low technological criteria. These merit our attention. 

For example, in the automobile industry, our country produces various types 
of automobiles. With the exception of the truck produced by the No 2 
Automobile Manufacturing Plant, which went into production not long ago and 
which was comparable to the international advanced level, and the majority 
of our other product structures are relatively older. They consume more 
fuel, have relatively low efficiency, are relatively less reliable and have 
a relatively shorter length of service life. Some machine beds which were 
from the fifties are still being produced. Many liquid compression, 
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electronic and electrical comporents could not pass their quality tests and 
their performance lacked stabjiity. To raise the quality and technlogical 
standard of the elctro-machiuery products, we must actively develop, 
exploit them and blaze new trails. However, if we rely entirely on our 

own strength to feel our way about, it will be difficult to catch up with 
and surpass the world's advanced level in a short period of time. Here, 

we can draw our lesson from the experience of Japan in the fifties, which 
was to import large quantities of advanced technology from abroad, obtain 
foreign patent or permit to carry out manufacture, then through “digestion” 
and improvement, further create its own advanced products. In 1956, when 
our country's Changchun No 1 Automobile Manufacturing Plant began producing 
automobiles, Japan was also only producing several tens of thousands of 
automobiles annually that were of average quality. But, through importing 
large quantities of advanced technology from abroad, and further "digesting" 
and raising the technlolgy, in a short period of some 20 years, Japan in 
recent years not only reached a production quanity of around 10 million 
automobiles each year, surpassing the United States--the automobile 

kingdom for nearly a century, becoming the first in the world and occupying 
a very large portion of the international market, its product quality also 
ranked number one in the world. From this, we can see that, to develop 

the export in electro-machinery products, we must first import large 
quantities of advanced products and technologies and manufacturing skills 
from abroad. In importing advanced technology from abroad, we are not only 
importing "software," but must also import key equipment which our country 
is still unable to manufacture, speed up the effort to raise the quality 
and technological level of our country’s electro-machinery products and, on 
this basis, intensify "digestion" and improvement and manufacture new 
electro-machinery products for our country. This is a measure of fundamental 
and strategic significance, and is also the “capital construction" in 
further opening up the international market for our country's electro- 


machinery products. 


Il. We must continuously carry out investigation and study of the 
international market for electro-machinery products. Like the international 
market for other products, the international market for electro-machinery 
products changes very often. Only by continuously carrying out investigation 
and projection can we have an accurate plan for exploitation and have products 
that are highly saleable, thereby winning over our competitors and occupying 
the market. For instance, in the last 10 years, India has developed very 
rapidly the export of its machinery products with an avaerage progressive 
annual increase of 25 percent. One factor for success was that they 

attached importance to international market survey. Some comrades held that 
the major sales target for our country's electro-machinery products has to 

be just the developing countries. These countries certainly form the 

broad market which we should vigorously exploit. But a thorough study will 
tell us that the developing countries are not the only market we can 

exploit. For instance, France imports every year a large quantity of 
generators, pumps, mining machines, construction machines, loading and 
unloading machines, transportation machines, farm tractors, and textile 
machines. West Germany also imports every year electrical and electronic 
equipment and equipment for communication and transport. This is because 
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many ordinary electro-machinery products involve mass labor, relatively 

high production cost, plus a continual inflation in the prices of raw 
materials and fuel. As 2 result, many advanced countries have gradually 
given up production for import. Thus, as long as we strengthen investigation 
and study, we will discover that there is a potential international market 
for many electro-machinery products in both the developing countries and 

the advanced countries that are waiting for us to exploit. There are 

bright prospects in this respect. 


III. Strengthen the work of advertising and propaganda and step by step 
expand the sales service network outlets for our country's electro-machinery 
products. If we do not have the necessary advertising and propaganda work, 
then, no matter how good a commodity is, we will find it difficult to let 
people know about it, and we will find it difficult to open up sales for 
it. This is especially true if the international market is the buyer. 
Thus, we must be willing to invest some money and do an active job of 
advertising and propaganda, such as printing elegant, vivid, clear and 
reliable product brochures and advertising and propaganda items. Electro- 
machinery products are mostly durable products and, in the entire period 

of use, often require change of certain parts and repairs. If we do not 
have convenient and high-efficiency service network outlets which will offer 
our buyers the parts and repairs services, then, no matter how good our 
products are, the customers will be unwilling to buy them. The sales 
service network outlets not only provide parts and repairs services to 
customers, they often also are responsible for such tasks as investigation 
and exploitation, advertising and propaganda and technological and business 
consulting at the local markets. Because generally the manufacturing 
enterprises of the export electro-machinery products cannot establish their 
own sales service network outlets, these network outlets will primarily 
rely on the local sales agents. Thus, once the sales agents are selected, 
we should not replace them easily but should let them serve the sales or 
certain categories of electro-machinery products for our country on a 


long-term basis. 


IV. Gradually change from the method of letting the purchaser have exclusive 
selling rights of export electro-machinery products to the method of export 
through fcreign trade enterprises. This is a very important issue in the 
reform of the system of organization in the export of electro-machinery 
products. The characteristic of an agent for export is to let a professional 
foreign trade enterprise introduce customers, act as go-between, provide 
business information, carry out guidance, take char~e of export and 
transportation and insurance, settle money exchange and handle legal disputes 
for the manufacturing enterprise. This “agent system" has many advantages 
over the “exclusive selling rights" system: It can mobilize the enthusiasm 
of the export product manufacturing enterprise and favors a joint venture 
abroad of the industrial and trade sectors on the basis of a unanimous 
interest. The export product manufacturing enterprise will directly 
participate in the technological exchauge and talks with the foreign 
businessmen, understand without delay the concrete needs of the customers 

and make it convenient for the manufacture of products that are saleable 

on the international market. Furthermore, it can more conveniently provide 
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technological services for the customers. The system can reduce and prevent 
the condition of stockpiling and losses as a result of blind production and 
blind purchase of export products. It is favorable to strengthening the 
economic system of responsibility on both the parts of industry and trade 

and overcome the phenomenon of “eating out of the same pot." It can more 
successfully link industry with trade, give prominence to their strong points 
respectively and further raise the professional level of our country's 


foreign trade. 


Furthermore, we must reform the method of assessment and reward for export 
electro-machinery products, and regard the creation of an exchange amount 

and exchange cost as important items of assessment. The state bank should 
further provide for the export of electro-machinery products more export 
credits on favorable terms so as to support our country’s electro-machinery 
products in making a further move to enter the international market. We must 
vigorously foster people who are good at managing the international trade for 
electro-machinery products. If we are able to make new breakthroughs in the 
above aspects, then, the prospects for the export of our country's electro- 
machinery products are no doubt bright. (The author of this article is 

a bureau chief of the Ministry of Foreign Economic Relations and Trade.) 
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FOREIGN TRADE 


BRIEFS 


INTERNATIONAL COMPETITION SOUGHT--One hundred aid three enterprises under the 
Ministry of Machinery will directly join in internaticnai market competition 
as part of the ministry's management reform, according to Jingji fankao (econ- 
omic information). Together with the Foreign Trade Department, these enter- 
prises will negotiate and sign agreements with foreign firms. Previously 

they sold products to the Foreign Trade Department, which handled all export 
business. Only transport and final accounting will now be left to the Foreign 
Trade Department. Once products are delivered, the enterprises will receive 
paymer: through. the department. The enterprises will be responsible for gains 
and losses in their foreign trade. [Excerpt] [HKO10210 Beijing CHINA DAILY 
in English 1 Apr 83 p 1] 


CSO: 4020/66 


100 








TRANS PORTAT LON 


TRANSPORTATION STRUCTURE FOR FUJIAN PROVINCE DISCUSSED 
Fuzhou FUJIAN LUNTAN [THE FUJIAN FORUM] in Chinese No 6, 20 Dec 82 pp 1-6 


[Article by Chen Mingsen [7115 2494 2773]: “Establishing the Optimal 
Transportation Structure for Fujian's Conditions"] 


[Text] In his report at the 12th party congress, Comrade Hu Yaobang stated 
that the prvuolem of communications is one of the key strategic areas in 
China's economic development during the next 20 years. Only by effective work 
in this area will it be possible to spur the development of industrial, agri- 
cultural and all other types of production, assure the improvement of the 
people's condition of life, and victoriously achieve the strategic objectives 
of our economic construction. 


Economic theory functions as a guide to economic practice. To strengthen the 
development of communications, we must start by strengthening our theoretical 
study of the economics of communications, conscientiously investigate the 
objective laws of communications and transport, and draw up a realistic com- 
munications and transportation development strategy suited to the time and 
place. This paper is a preliminary investigation of the optimum transportation 
structure for Fujian’s conditions. 


I. Fujian's Current Communications and Transportation Structure 


Before Liberation, communications were extremely poor in this province; we had 
no railroads, 18 counties had no highways, and 28 counties had roads that were 
impassable to motor vehicles. The inland rivers were dangerous and full of 
shoals, and navigation conditions were very poor. There was a popular saying 
that "the road to Sichuan is difficult, but the roads to Fujian are even more 
difficult." As a result of more than 30 years’ construction following Liber- 
ation, there has been great improvement in this situation. Our province 
already has the beginnings of an integrated transport system with the Yingxia 
and Wayfu railroads, the ports of Fuzhou and Xiamen, water transport on the 
Min River and seven main north-south and east-west highways as its principal 
routes. In 1980 the province had 37,446 kilometers of rail, highway and 

river transport routes, an increase of 4.8 times compared with 1950. There 
has been a corresponding increase in the quantity of transpor<c facilities of 
all types and in their technical quality. In 1980 the number of passengers 
carried and passenger turnover were up by 102 times and 7.3 times respectively 
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from 1950, and goods haulage and cargo turnover were up 47.9 times and 97.9 
times respectively from 1950. 


But overall, the communications and transportation departments remain a 

weak link in Fujian's economy, as iadicated primarily by the following facts: 
there is an extreme shortage of rail, highway and water passenger transport 
facilities, while these areas are overstaffed; railway freight hauleze 
capacities are inadequate and it has long been impossible to correct such 
situations as loacing stoppages, limitations on haulage, and planning of out- 
put in terms of transport capacities, the ports have insufficient anchorages, 
port facilities are incomplete, and there is a serious overdemand for port 
facilities, ships and cargo space. To summarize, the conflict between trans- 
port capacities and amounts to be carried is quite acute and is a major 
factor hindering our economic development. 


Communications has long been one of the areas of scarcity in our province's 
economy. There are two main reasons. 


A. Investments in transport construction have long been inadequate, and have 
been out of proportion to the development of the national economy. in 
general, every increase of | ton in output of industrial products requires a 
corresponding increase of 2 to 3 tons in the amount of raw and other materi- 
als, fuels and products carried by the transport departments. But between 
the First and Fifth 5-Year Plans, Fujian's total industrial output value 
increased by an average of 11.3 percent a year, while the share of capital 
construction investment in communications in the state budget dropped 
steadily from 10.7 percent to 2.6 percent, so that the development of produc- 
tion and the development of communications were greatiy out of proportion. 
For every one-ton increase in output of industrial products, transport 
capacities increased by only 0.9 tons, and a great deficit has been 


accumulating. 


B. The communications and transportation structure is irrational, and the 
various modes of transportation are out of proportion. This is shown pri- 
marily by the following facts. The allocation of basic construction 
investments for transportation overemphasized land transport and neglected 
water transport; the majority of the investments have been for land trans- 
portation, primarily railroads, while investments in water transport have not 
been accorded sufficient imporxance. According to statistics, between 1950 
and 1978 our province's total investment in communications and transport 
{including posts and telecommunications) was 1.7 bil'ion yuan, of which 
somewhat more than 50 million yuan was allocated for investment in ports and 
40-odd million yuan was invested in repairing and dredging water routes; 

the amount allocated to these two areas accounted for only about 5 percent of 
the total capital construction investment in communications and would have 
been sufficient for repair of only about 40 kilometers of rail lines. Fujian 
had no railways at all before Liberation, and a suitable strengthening of 
railway construction was necessary, but the current problems stem from 
Fujian's natural conditions and insufficient allowance for the nature of the 
economic structure. A one-sided emphasis on developing railroads to the 
detriment of other modes of transport, particularly water transport, destroyed 

















the rational balance between the modes of transport and resulted in distorted 
development of the transportation system. In 1980 the average railway and 
highway density per unit aroa in Fujian were 1.6 times and 2.95 times 

greater respectively than the national averages, but the density of deep- 
water anchorages along our coastline was one one-thirteenth the national 


average. 


Allocation of transport capacities also overstresses rail transport and 


neglects the development of other forms of transport, particularly water 
transport. Since Liberation there has been a sharp decrease in the ratio of 


water transport capacities to all passenger and goods transport capacities 
while the share of railway transport capacities has increased rapidly, as 


shown by the following table. 


Share of Different Modes of Transporation in Fujian's Turnover Capacity 








Goods turnover Passenger turnover 
Rail dighway Water Rail Highway Water 
1952 x 20.98% 79.02% x 44.8% 55.2% 
1965 64 . 302% 8.4% 27.30% 412 49.7% 9.3% 
1980 66.94% 12.42 20.70% 36.94% 57.9% 5.16% 


This distorted transport structure not only decreased the microeconomic 
efficiency of the transport industry itself, but also was not helpful in 
utilizing Fujian's natural and economic advantages and harmed macroeconomic 
results. This was expressed primarily in the following four ways. 


First, it intensified the transport and limited the province's 
economic development. For example, the role of motor transport was not 
adequately developed in short-haul transport. and the society's vehicle 
utilization rate was low, so that many short freight hauls were made by rail, 
and railway freight hauls over a distance less than 50 kilometers actually 
accounted for wore than 14 percent of the total. The advantages of water 
transport were not sufficiently utilizied in long hausl, and many cargoes 
which had been suited to water transport were now carried by land, with rhe 
result that the railroads were very busy and water routes were underused. 
Because a great proportion of society's haulage burden was placed on railways, 
the railway transport load was vastly increased, and it is still incapable of 
meeting society's needs. At the end of 1980 more than 3 million tons of 
coal, salt and timber were piling up, many localities had reached the grave 
situation of having transport capacities limit production or of determining 
output targets in terms of transport capacities, which resulted in great 


economic loss. 


Second, this was harmful to the rational distribution of productive 
capacities in the province. Transport and industrial and agricultural 
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production interact and influence each other. In zeneral, social production 
needs determine the development and distribution of communications and 
transport, but the structure and distribution of communications and transport 
have a certain effect on the development of social production. In the initial 
period after Liberation, Fujian’s transport was based primarily on water, so 
that many factory and mining enterprises were located on the seacoast or along 
rivers. As inland rail transport gradually replaced water transport, the 
focus of the industrial base gradually shifted izland. Such new industrial 
bases as the Sanming, Shaowu and Longyan areas arose i‘tter the construction of 
the Yingxia Railway. Although this had the positive effect of correcting the 
past irrational distribution of Fujian's production capacities, there were 
some negative factors as well. As a result of excessive emphasis on railway 
construction in mountainous areas of the interior and neglect of water trans- 
port (particularly sea transport) construction, Fujian's coastal communications 
were not properly develcped, which limited utilization of the economic 
advantages of the seacoast, resulted in the placing of certain factory and 
mining enterprises which should have been located on the seacoast in inland 
areas instead, and produced great waste of manpower and materiil and financial 
resources. Conversely, the irrational distribution of industry also 
intensified the distorted development of the transportation structure. 


Third, it increased transport outlays. Because large numbers of short hauls 
were transferred from highway transport to the rails, the number of trains 
made up of small consignments increascd on all lines, the distance between 
stops decreased, loading and unloading expenditures increased, ard as a 
result, rail transport costs rose greatly. Statistics show that the haulage 
cost for all railroads averages 0.77 fen [0.0077 yuan] per on-kilometer, but 
for a haul of 20 kilometers it is 3.56 fen [0.0356 yuan] per ton-kilometer, 
or 3.6 times greater than the average value and 2.5 times greater than the 
haulage price. The shift of some cargoes suitable for water transport to the 


railways has also fncreased society's haulage outlays. 


Fourth, it decreased the overall investment effectiveness of communications- 
related capital construction. According to statistics, in the 29 years from 
1950 to 1978, an investment of only 45.53 yuan would have been required to add 
1,000 standard ton-kilometers of turnaround capacity in water transport 
(including overseas, coastal and inland water transport), while the equivalent 
investment for railroads was 104,46 yuan, so that the investment results are 
«.3 tines greater in water transport. One of the reasons that overall 
investment effect in communications-related capital construction has been so 
low since Liberation in this province is the neglect >of investment in water 
transport and the use of the great majority of investment on land transport. 


As a result, the planned, systematic readjustment of our transport structure 
and the gradual development of the optimal communications and transport system 
for Fujian province's conditions constitute a task of strategic importance 

for communications and transport in this province. 


II. Estsovlishing a Comprehensive Transportation System Based Primarily on 
Marine Transport Is the Optimal Structure for Fujian's Conditions 


Modern transport is a unified system consisting of rail, water, highway, 
pipeline and air transport. The different modes of modern transport have 
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different physical capabilities and economic characteristics. Rail transport 
has the great advantages cf high capacity, low cost, and relative insensi- 
tivity to natural conditions, but building railreads requires large investszents 
and takes up large amounts of a land. Water transport, including marine and 
river transport, has the advantage of being able to move large quantities of 
goods at low cost over large areas, while the czpital investment needed to 
open new lines and the funds needed to maintain them are rather small; its 
shortcomings are that it is rather strongiy affected by natural conditions and 
transport speed is low. Highway transport is the most important and most 
widespread means of short haul transport, but its greatest shortcoming is that 
its carrying capacity is small, costs are rather high, and it is not suited 
for carrying large amounts of commodities over long distances. Air transport 
is the fastest method, but its capacity is small, the cost is high, and at 
present it is primarily used for passenger transport, transport of printed 
matter and urgent goods delivery. Pipeline transport is suitable for certain 
liquid or powdered substances. In order to achieve the maximum economic 
results from transport, we must determine the most rational distribution of 
society's transport capacities among the various modes of transport in view 

of their characteristics, the transport needs for different goods and local 
conditions, and fix the qualitative organization and quantitative share of 
each form of transport in the present-day comprehensive transport system so as 
to make thorough use of Fujian Province's geographical and economic advan- 
tages and to meet the national economy's transportation requirements at the 
lowest cost, with the lowest capital construction investments, and with the 
best service quality. Based on these requirements, I believe that in the next 
few years Fujian Province's strategy regarding the communications and trans- 
port structure should be to readjust its primarily rail-oriented transport 
structure and gradually establish a comprehensive transport system which is 
primarily marine-oriented and in which rail, water, highway and air transport 
are in suitable balance, which »sccords with our province's conditions. 


A. Establishing a comprehensive transport system based primarily on marine 
transport will help to make full use of Fujian's natuial geographical advan- 
tages. The coastal plain in this province is extremely narrow, and mountainous 
aad hilly regions account for most of Fujian’s land area. These geographical 
conditions involve great difficulties for land communications construction in 
the province. Railroad building involves large amounts of excavation and 
filling, large numbers of tunnels and bridges, and twisting routes through 
rough terrain, so that the amount of engineering and the constructicn cost for 
railroads generally are 60 to 200 percent higher than for plains regions. At 
the same time, railways take up large amounts of arable land, 4nd since our 
province has a high population and is land poor, with a per capita arable 

land area of less than 0.77 mu, this limits the development of rail transport. 
But we have unique natural advantages in terms of water routes. Our continent 
mainland coastline is more than 3,700 kilometers long, the second longest in 
the country; its highly irregular outline produces many excellent harbors, 
and there are six natural deep-water bays suitable for 50,000-ton vessels and 
above, which is 18 percent of the entire country's deep-water harbors; harbors 
capable of receiving freighters of 10,000 tons or less are even more numerous 
and there is great development potential. At the same time, we have plentiful 
rainfall and a dense river system, so that many harbors connect with rivers, 
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which is beneficial for developing connections between river and marine 
shipping and rapidly expanding port's abilities to collect and distribute 
goods. During the Song Dynasty, Quanzhou harbor was famous as the “greatest 
port in the East." In the 19th century, Xiamen and Fuzhou were trading ports. 
Under the new situation, we must make thorough use of advantageous natural 
conditions, take advantage of the benefits of water transport's low cost and 
good return on investment and the fact that it does not take up land, and 


rapidly build up marine transport. 


B. Establishing a marine-oriented integrate transport system is consonant 
with Fujian's economic structure and the level of development of its produc- 
tive capacities. Communications and transport are the continuation of the 
production process in the circulation process, and the social production 
structure is directly related to communications and transport. In general, 

a self-contained, closed natural economy will produce a primarily internally- 
oriented transport structure based primarily on short hauls, while an open 
commodity economy oriented toward national and foreign markets must have an 
open transport system oriented toward long hauls. Currently the main modes 

of long haul transport are rail and water transport. It is impossible to give 
a general rule as to which should be predominant; specific analysis is 
required. For example, in the Soviet Union rail transport accounts for 56 
percent of total internal goods turnover, and a rail-oriented transport 
structure has developed, while in Japan marine transport has the great pre- 
ponderance among all types of transport. The difference between the transport 
structures of the Soviet Union and Japan are determined not only by their 
different natural conditions, but also by differences in their economic struc- 
tures. The Soviet Union is highly self-sufficient in resources, and its 
products are destined primarily for domestic markets, while Japan has very 
little resource self-sufficiency and most of its finished products are 


shipped to international markets. 


Since the Third Plenary Session of the llth Central Committee, and 
particularly since the Central Committee decided that our province should 
implement a “special policy and flexible measures" with respect to external 
economic activity, great changes have been taking place in Fujian’s economic 
structure. We will be gradually establishing an economic structure focused 

on domestic markets but also open to international markets. This change 
requires a corresponding switch from a rail-oriented transport structure to 

a marine-oriented transport structure. The reasons are as follows. (1) In 
developing our province's economic interchange with other seacoast provinces, 
we mist give priority to developing marine transport Our province's develop- 
ment of an open economic structure is primarily oriented toward domestic 
markets and the development of commodity circulation and exchange with sister 
provinces. With respect to domestic transport, Fujian's current primary large 
export products are timber, mao bamboo, cane sugar and table salt, which it 
ships northward to Zheijiang, Jiangsu, Shanghai, Shandong and the like. The 
main products which it imports are coal, steel, chemical fertilizers and 
grain, which are shipped southwards, so that there is a large-scale commodity 
circulation. This provides the preconditions for developing Fujian's marine 
transport. For example, timber is our province's main export product. In 
1980 the timber received totaled 340 cubic meters, and the more than 2 million 
tons shipped outside the province went primarily to the South Chinese coastal 
provinces. In the 1950's and early 1960's most of it was floated down the Min 
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River to Fuzhou, then towed to other provinces by sea. Later, for various 
reasons, most of it began to be transported by rail, accounting for about 20 
percent of total rail haulage. As another example, our province's coal 

supply is largely limited by trangport. In 1980 total coal consumption in the 
province was 6.56 million tons, of which 4.679 million tons was hauled by rail; 
the rail haulage coefficient for coal was as high as 0.71. But nearly 2 
million tons was imported from other provinces, almost all by rail. This not 
only put pressure on rail transport and made is impossible to guarantee the 
coal supply, but also increased transport costs. For example, coal shipped 
from Qinhuangdao to Fuzhou costs 4 yuan per ton more to ship by rail than 

by water. Therefore, if we are able to change over to shipping wood and coal 
by sea, these two items alone not only will save large amounts of transport 
expenditures, but will also greatly decrease the pressure on railway trans- 
port. (2) Developing foreign trade also requires priority development of 
marine transport. Betwen 1976 and 1980 Fujian’s exports increased by an 
average of 40 percent a year, while import trade increased by an average of 
14.8 perc.nt a year. The development of foreign trade requires a correspond- 
ing develop =t of marine transport, because only marine transport is capable 
of handling iong distance goods transport. 


C. Priority development of Fujian's marine transport will also promote the 
development of the entire provincial economy. If we consider the matter from 
a higher vantage point in terms of the entire country's national economy, 
priority development of Fujian's marine transport has an even more comprehen- 
sive strategic significance. Our harbors lie between the northern coastal 
shipping zone centered on Shanghai and Dalian and the southern coastal shipping 
zone centered on Guangzhou. The handling facilities of the ports of Shanghai 
and Guangzhou are almost fully utilized, but the country's total marine import 
and export volume is increasing steadily. One of the principal ways of 
resolving this conflict is to rapidly develop Fujian's marine transport, 
increase its number of sea routes, and divert some of the excess pressure from 
other ports in the country. Thus from the long term viewpoint, Fujian's 
harbors have an extensive economic hinterland which can take in Fujian, 
Jiangxi, Hunan, Hubai, Guizhou and Sichuan, thus making it possible to provide 
a reliable supply of goods to support large-harbor construction in the 


province. 


Finally, building an integrated marine-oriented transport system will help in 
the peaceful reunification of our country. Fujian is across the water from 
Taiwan and is the base for the peaceful reunification of the country. Develop- 
ing marine transport will help to expand ship, postal and goods traffic with 
Taiwan and will promote Taiwan's return to the homeland. 


III. Some Problems Which Must Be Resolved in Developing a Marine-Oriented 
Integrated Transport System for Fujian 


First, we must have a correct understanding of the development of a marine- 
oriented integrated transport system for Fujian. We believe that treating 
marine transport as the key area of future transport-related construction in 
this province does not imply rejection of the other forms of transport. 
Actually, the various modern forms of transport have their own uses and 
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capabilities, and they all have their specific places in the transport 
system. Although marine transport has many advantages for our province, it 

is limited natural conditions and is unable to penetrate into the inland area. 
Without coordination with the other forms of transportation, not only would it 
be impossible to connect marine transport economically with the interior, but 
the harbors would lose their ability to handle goods from their rear area, 
and ultimately marine transport would be unable to develop. Thus when we 
speak of a marine-oriented transport system we mean that we should emphasize 
the advantages of marine transport and stress its use while carrying out 
coordinated development of water, rail, highway, air and other forms of 
transport. This has two implications. 





a. In the allocation of future capital construction investments for 
transporation, we must stress harbor and shipping route investments. Commun- 
ications is behind the times in Fujian, and transport capabilities and the 
volume of goods to be transported are in extreme contradiction. Rail, water, 
highway and air transport must all be considerably developed. But with the 
current labor, material and financial resource situation, we cannot distribute 
our efforts uniformly and do everything at once, but must focus on the key 
area of marine transport in order to achieve the maximum investment effective- 
ness. In 1980 Fujian's total capital construction investment in communications 
and transport totaled more than 130 million yuan, of which harbors and wharf 
investment accounted for more than 52 million yuan or about 44 percent of the 
total. This proportion is suitable for the next few years; without it, it 
will be hard to compensate for the long-standing deficit in marine transport 
and impossible to escape from our passive situation in regard to transport. 


b. As regards the distribution of transport routes, we must follow the 
principle of focusing on marine transport. In all cases where routes can go 
either by sea or by land, priority consideration should be given to water 
transport, and construction of coastal rail lines parallelling marine routes 
should be slowed or less of them should be built. Currently the focus of 
railway construction in Fujian should be the depths of the hinterland (e.g. 
modernizing the Yingxia Railway, building the Zhangquan line and the Xianglong 
line, and the like), and we should strengthen connections between the hiurbors 
and the economic hinterland of the interior. Coastal north-south circulation 
should be carried out primarily by marine transport. From this viewpoint, 

we should slow the current construction of the Fuxia [Fuzhou-Xiamen] rail 
line, because once a water route between Fuzhou and Xiamen is established, 
the 300-kilometer Fuxia water route will already include the four ports of 
Mawei, Xiuyu, Houdu and Xiamen, none of which are se-arated by more than 

100 kilometers. Short hauls between them can be carried out by road, while 
long haul transport can be carried out by marine transport, which will fully 
satisfy the commodity circulation needs of the coastal area. If we also now 
concern ourselves with building the new Fuxia line, at a cost of several 
hundred million yuan in resources, taking up nearly 10,000 m of land, this 
would only disperse our investment orientation and decrease our investment 
effectiveness, but would also waste transport capacities. 


Second, we should speed up port construction and the opening of water routes. 
Currently the predominant problem of water transport in Fujian is that of 
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few anchorages, poor port facilities, and insufficient harbor space, ships 
and cargo space. According to incomplete statistics for 1981, the longest 
wait in port for foreign freighters was 2 months. In less then 3 months in 
the winter of 1980 and the spring of 1981 alone, Xiamen harbor compensated 
foreign freighters for more than US $1.7 million in losses. Thus we must 
accelerate port construction and adhere to the policy of developing large, 
medium and small facilities simultaneously. Currently most of our 23 coastal 
counties have no regular cargo docks, coastal freight transport cannot make 
thorough use of sea transport, and some commodities must be transshipped 
through large ports, taking up large deep-water anchorages and thus increas- 
ing the load on the large ports. Medium and small ports do not take long to 
construct, they require small investments and the yield is great. Therefore, 
in order to make full use of our advantages, while building the deep-water 
anchorages at Fuzhou and Xiamen harbors, we must speed up the construction of 
some medium and small-size anchorates and see to it that all of the coastal 
areas (such as Houzhu, Xiuyu, Zhangwan, Dongshan and the like) build 3,000- 
5,000 ton central ports in the near future. At the end of the Seventh 5-Year 
Plan period, every coastal county must build 500-1,000 ton docks and gradually 
develop a balanced inventory of large, medium and small anchorages, so that 
our province's ports will develop rapidly in both number and distribution. 

In addition, we must open large amounts of coastal and overseas shipping 
routes and establish northward connections between Fuzhou and Shanghai, 
Lianyungang, Qingdao, Tianjin, Qinhuangdao and Dalian, and southward con- 
nections between Xiamen and Guangzhou, Hong Kong and the countries of 
southeast Asia, as well as connections between Fuzhou and Xiamen. In 
addition, we must open direct overseas routes from Xiamen and Fuzhou to 
Europe as rapidly as possible, and concentrate our overseas commodities 
shipping in those two ports. It has been calculated that the amounts of 
goods shipped to Europe from Hong Kong and from Xiamen and Fuzhou are equi- 
valent; if the overseas commodities that are now transshipyed through Hong 
Kong were shipped from Xiamen and Fuzhou instead, we would save the shipping 
cost between Xiamen or Fuzhou and Hong Kong. 


We must develop the coastal economy and accord sufficient importance to 
building plants on the coast and along rivers. building plants on the coast 
and along rivers is a fundamental step toward establishing a marine-oriented 
comprehensive transport structure for Fujian. Building plants on the coast 
and along rivers both provides water for industrial uses and makes it 
possible to utilize cheap water transport. The plants’ reliable supply of 
commodities can support water transport and help avoid unnecessary trans- 
shipments, can increase the proportion of direct shipment by water and 
decrease the transport cost, and can increase the competitiveness of water 
transport. This has been a successful experiment in China and abroad. 


Fourth, we must expand financial resources and strengthen capital construction 
investment in transportation. Establishing a rational transport system and 
correcting Fujian's passive situation in transport requires large investments. 
Beyond rail and highway investments, harbor construction and shipping routes 
alone will require several hundred million yuan during the Sixth Five-Year 
Plan period. These funds cannot be raised from just one source: we must 
develop many financing sources and enlist the active participation of all 
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parties. (1) We must obtain more state support and state budget allocations 
for construction of the key roads and harbors. (2) The provincial financial 
organs should actively make more funds available. (3) The departments and 
enterprises should raise their own capital construction funds. Once the 
communications departments implement the economic responsibility system and 
the 20-80 division of profits, some capital construction can be provided out 
of enterprise profit retention. In addition, we may use basic fixed assets 
depreciation funds and equipment modernization and replacement funds for 
technical modernization of existing facilities or capital construction. 

(4) We may import foreign capital or borrow foreign capital. For example, 
the river sand export docks on the lower Min River can make direct use of 
compensatory trade to obtain sources of funds, and after beginning production 
they can use their export of river sand to compensate the loan. In addition, 
in recent years the province's shipping management office has borrowed foreign 
capital from United States banks on several occasions to buy passenger ships 
and freighters and open lines to Southeast Asia. From the time it took over 
foreign trade export and import shipping in the fourth quarter of 1979 until 
the end of 1981, it has carried 830,000 tons of foreign trade commodities and 
110,000 passengers; in addition to repaying 30.07 percent of its loan, it also 
has earned a profit of 6.6 million yuan. Therefore, provided that energetic 
measures are taken, it is quite possible to import foreign capital to develop 


transport and communications. 


Transport leads the way in economic construction for socialist modernization. 
We must take the strategic view, consider the readjustment of the communica- 
tions and transport structure, accelerate the pace of construction for 
communications and transport, promote Fujian's economic takeoff, and strive 
to achieve the strategic goal of quadrupling Fujian's total industrial and 
agricultural output by the end of the century. 
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FINANCE AND BANKING 


BRIEFS 


PREMIER SUN ON BUDGET--In Taipei, Premier Sun Yun-hsuan told the legislative 
yuan, or Parliament, on Friday the high percentage of budget for national 
defense and foreign relations for next fiscal year was needed to establish 
an independent defense industry and counter Chinese communist united front 
ploys. The budget for national defense and foreign relations stands at 
132.97 billion Taiwai dollars, or about $3.234 billion, representing 41.4 
percent of total national budget. Premier Sun said national defense was 
still considered by the government as top priority. Sun said for that 
reason the speed of our weapon replenishment, the development of sophisti- 
cated arms and the establishment of an independent and self-supporting 
self-defense industry was most important. Premier Sun said that the addi- 
tional allocations in the 1984 fiscal year for defense of 18.6 billion 
Taiwan dollars, or $465 million, may not be sufficient for the purchase 

of new weapons and equipment. Supplementary budget will be proposed in 

due time. The premier stressed that the 1983 budget is a budget of austerity 
and a budget of negative growth. [Text] [0W291227 Taipei International 
Service in English 0100 GMT 26 Mar 83] 


EXPORTS FOR 1982--Taipei, 23 Mar (CNA)--Exports of textiles and electrical 
appliances, beating out eight other competing industries, were the two 
largest groups of this country's total exports last year in terms of the 
dollar amount in goods. Exports by the 2 industries amounted to U.S. 
dollars 8.36 billion, taking 44.5 percent of the total export pie. The 10 
leading exporting industries were: textiles, including garments, yarn and 
cotton, were sold U.S. dollars 4,455 million abroad, 23.7 percent of the 
total. Electric products totaled U.S. dollars 3,911 million, or 20.8 per- 
cent. Products included electronic goods, machinery, household appliances. 
Shoes (made of leather, rubber and plastic): U.S. dollars 1,561 million, 
8.3 percent. Toys (including those for games, fishing, hunting and sports): 
U.S. dollars 1,346 million, 7.2 percent. Transportation equipment (motor- 
cycles, bicycles and their parts): U.S. dollars 1,088 million, 5.8 percent. 
Wooden products (plywood and furniture): U.S. dollars 1,049 million, 5.6 
percent. Metal products (hand tools, hardwares and doors and windows): 

U.S. dollars 1,018 million, 4.5 percen.. Machinery, including parts: U.S. 
dollars 845 million, 4.5 percent. Plastics (materials for processing, and 
their products): U.S. dollars 755 million, 4 percent. Steels: U.S. dollars 
618 million, 3.3 percent. The statistics were released by the Industrial 
Development Bureau under the Economics Ministry Tuesday. [Text] [Taipei 
CNA in English 0935 GMT 23 Mar 83 OW] 
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TAIWAN, MEXICO TRADE ACT--The general Chamber of Commerce of the Republic 
of China recently signed a cooperation agreement with the Confederation of 
National Chambers of Commerce, Services and Tourism of Mexico to promote 
two-way trade. The agreement was signed by Wang You-tseng, chairman of 
the local organization and Emilio Goicoechea, chairman of the Mexican 
Confederation, at the Taipei conference room of the China Rebar Company 
recently. [0W290519 Taipei TAIWAN MERCHANDISE OVERSEAS WEEKLY in English 
19 Mar 83 p 1 OW] 
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